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REAUTHORIZATION OF THE HIGHER
EDUCATION ACT

Title IV General Provisions/Needs Analysis
Volume 4

1VEDNESDAY, JULY 17, 1985

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON POSTSECONDARY EDUCATION,

COMMITTEE ON EDUCATION AND LABOR,
Washington, DC.

The subcommittee met, pursuant to call, at 9:45 a.m., in room
2175, Rayburn House Office Building, Hon. William D. Ford (chair-
man of the subcommittee) presiding.

Members present: Representatives Ford, Biaggi, Hayes, Perkins,
Bruce, Penny, and Gunderson.

Staff present: Thomas R. Wolanin, staff director; Kristin Gilbert,
clerk; Rich Di Eugenio, Republican senior legislative associate; Rose
Di Napoli, minority legislative associate.

Mr. FORD. I am pleased to call to order this hearing of the Sub-
committee on Postsecondary Education for the purpose of efforts to
reauthorize the programs contained in the Higher Education Act.

This is our 12th hearing here in Washington on specific facets of
the Higher Education Act. We have also thus far had eight field
hearings. We have more than 70 hours of testimony in the com-
bined hearings up until this point. We have 11 more Washington
hearings and 3 more field hearings scheduled, and today's hearings
will focus on the needs analysis system for student aid programs
and other related issues.

Needs analysis is in many ways at the heart of student financial
assistance. It determines how much aid a student is given, if any.
Fine tuning the needs analysis system has major effects on the dis-
tribution of aid among types of students and on the costs of the
programs, and I trust that somebody will talk about the single
needs analysis for all programs.

Mr. Gunderson.
Mr. GUNDERSON. I have no opening statement, Mr. Chairman.
Mr. FORD. Before we bring on the panel, I would like to recognize

our colleague from Iowa, the Honorable Berldey Bedell. Berk, it is
a real pleasure to have you in front of the committee.

Your prepared statement will be inserted in full in the record.
You may add to it, supplement it, or summarize it in any way you
feel most comfortable.

[The prepared statement of Hon. Berkley Bedell follows:]
(1)
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PREPARED STATEMENT OF HON. BERKLEY BEDELL, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF IOWA

Mr. Chairman, I would like to thank the Committee for this opportunity

to testify today regarding the reauthorization of the Higher Education Act.

It is my fetling that the education programs provided for in this Act have

been among the most important and most successful of any programs ever

enacted by Congress.

It has recently come to my attention, however, that an increasingly

greater number of college students from farm families are being found

ineligible for assistance from the Pell Grant program. This program, which

the Department of Education calls the foundation of financial aid, is the

the largest need-based financial aid program administered by the Department.

As many farmers in the Midwest and throughout the United States are

experiencing financial difficulties that not only prevent them from

contributing toward the cost of their child's post-secondary education but

which have also brought them to the brink of foreclosure or bankruptcy, it

is quite evident that the factors used in making individual Pell Grant

determinations have failed to equitably address the often unique financial

situation of the family farmer.

In the computation of the amount a student and his or her family is

expected to contiribute toward that student's postsecondary education, the

most important elements are the family assets and the family income. In

discussing the elgibility of students from farm families for the Fell Grant

program with financial aid administrators in my district, it appears that

there are two major problems that need to be addressed.

First, and the moRt frequent source of financial aid difficulties in my
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area is the direct relationship between t4d sale of assets and the student's

eligibility. In order to avoid foreclosure or bankruptcy, many farmers have

found it necessary to restructure existing debt through the forfeiture or

sale of a portion of the farm assets. Or more txagically, many farm sales

are taking plaCe after efforts to restructure debt have already failed.

In either case, the appreciated value of farmland represents a gain on

a capital asset. The farmer's taxable profit on the sale is calculated as

the difference between what he paid for the property and what he sold it

for. Generally, though, the owner has mortgaged the property for its

Increased value and received the cash value of the increase long before the

dispositon of the assets. While the sale of a capital asset then yields

taxed income and untaxed income, mast farmers are unable to use either for

any other purpose than to retire the debt that was incurred on the gain or

to meet the tax liability of the 40% of the gain thst was taxed.

Thus, because the determination of Pell Grant eligibility does not

acknowledge that that any "unearned income" reported on a Student Aid Report

is already obligated to retiring debt or meeting tax liability, many

students are being unfairly denied access to this important source of

student financial aid. In one instance, I was contacted by a family whose

assets of $100,000 and untaxed income of $40,000 were more than overwhelmed

by a debt of $100,000 and a net farm loss that year of $46,000 a'nd yet their

son was still ineligible for Pell Grant assistance.

A second example provided by the president of a small private college

in my district even better illustrates the problems that have arisen with

the capital gains tax exemption:

"A sale on foreclosed farm land totaled $91,000," he wrote.
"The family lawyer sent documentation that the family received no
benefit from this sale; all proceeds went toward cancellation of the
debt. For the 1984-85 award year, this student qualified for $1350 in



Pell Grant, $2250 in Iowa Tuition Grant, and $2200 in institutional

aid." Because of the sale of the farm land, "thls current award year,
he not only does nnt qualify fur Pell Grant, hut the Iowa College Aid
Commission had originally deemed her ineligible for the Iowa Tuition

Grant. We latter wrote to the Iowa College Aid Commisssion and
explained the situtation, and they did give her consideration. This

flexibility may be needed on the federal level as well as the state

leve/."

According to the Department of Education, there is no regular or

special procedure that currently exists through which inelgible applicants

can request fair consideration of any special circumstances of this sort.

For this reason, I recently introduced legislation which directs the

Secretary of Education to issue regulations that would prevent the inclusion

In family income of any proceeds of a sale of the farm assets if the sale

results from a voluntary or involuntary foreclosure, forfeiture, or

bankruptcy.

The necond major problem which many students from farm families have

eeperleneed le a also a result of the special financial circumstances which

clearly distinguish farm families from other families whose children are in

college. It is becoming more and more apparent that not only does the sale

of fnmlly assets unfairly prevent some students from receiving a Pell Grant

but that unless there are substantial offsets for assets, the /evel of

asccta wiil be the determining factor in the final total expected family

contribution. In general, as assets increase, elleblity for a Pell Grant

decreases. Thus substantial assets can often eliminate eligiblity for a

Pell Grant even when combined with a low or negative income.

According to a recent report by the U.S. Department of Agriculture,

some 17 percent of all farms are near bankruptcy or foreclosure, and if we

look only at family farms the percentage of those experiencing such

difficulties increases dramatically. As more.and more family farms are

forced out of business, childreh from such families will be looking, in ever

greater numbers, outside agriculture and to higher education for new

employment opportunities. Because so many individuals in our rural areas

are already experiencing great economic difficulities, it is my hope that

during this session of Congress, we can work to ensure that the Pell Grant

formula provides for the full consideration of the effects of foreclosure,

bankruptcy, and taxation on the family farmer.

Again, / appreciate this opportunity to present my views on this very

important matter.

lp.
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99TH CONGRESS Fl R. 24811ST SESSION

To amend the Hibher Education Act of 1965 to provide fair treatment, for
purposes of computing family contributions in college student assistance, for
students affected by the sale or forfeiture of family farm assets.

IN THE HOUSE OF REPRESENTATIVES

MAY 14, 1985

Mr. BEDELL introduced the following bill; which was referred to the Committee
on Education and Labor

A BILL
To amend the Higher Education Act of 1965 to provide fair

treatment, for purposes of computing family contributions in

college student assistance, for students affected by the sale
or forfeiture of family farm assets.

1 Be it enacted by the Senate and House of Representa-

tives of the United States of America in Congress assembled,

3 That section 482 of the Higher Education Act of 1965 (20

4 U.S.C. 1089) is amended by adding at the end thereof the

5 following new subsection:

6 "(0 The Secretary shall, within thirty days after the

7 date of enactment of this subsection, promulgate special reg-

8 ulations to prevent, in the computation of family contribu-



2

1 tions for any program under this title, the inclusion in family

2 income of any proceeds of a sale of the farm assets of that

3 family if such sale results from a voluntary or involuntary

4 foreclosure, forfeiture, or bankruptcy.".
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STATEMENT OF HON. BERKLEY BEDELL, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF IOWA

Mr. BEDELL. Thank you, Mr. Chairman. Because of the complex-
ity of the issue I would like to follow my statement fairly closely.

First of all, I would like to thank you for this opportunity. I be-
lieve education is a tremendously important item in our society,
and the programs provided for in this act has been among the most
important, the most successful of any programs we have ever en-
acted in the Congress.

It has recently come to my attention, however, that an increas-
ingly greater number of college students from farm families are
being found ineligible for assistance from the Pell Grant Program.
The program, which the Department of Education calls the founda-
tion of fmancial aid, is the largest need-based fmancial aid pro-
gram administered by the Department. As many farmers in the
Midwest and throughout the United States are experiencing fman-
cial difficulties that not only prevent them from contributing
toward the cost of their child's postsecondary education, but which
have also brought them to the brink of foreclosure or bankruptcy,
it is quite evident that the factors used in making individual Pell
grant determinations have failed to equitably address the often
unique financial situation of the family farmer.

In the computation of the amount a student and his or her
family is expected to contribute toward the student's postsecondary
education, the most important elements are the family assets and
the family income. Tn discussing the eligibility of students from
farm families for the Pell Grant Program with financial aid admin-
istrators in my district, it appears that there are two major prob-
lems that need to be addressed.

First, and the most frequent source of financial aid difficulties in
my area is the direct relationship between the sale of assets and
the student's eligibility. In order to avoid foreclosure or bankrupt-
cy, many farmers have found it necessary to restructure existing
debt through the forfeiture or sale of a portion of their farm assets.
Or more tragically, many farm sales are taking place after efforts
to restructure debt have already failed.

In either case, the appreciated value of farmland represents a
gain on a capital asset. The farmer's taxable profit on the sale is
calculated as the difference between what he paid for the property
and what he sold it for. Generally, though, the owner has mort-
gaged the property for its increased value and received the cash
value of the increase long before the disposition of the assets.
While the sale of a capital asset then yields taxed income and un-
taxed income, most farmers are unable to use either for any other
purpose than to retire the debt that was incurred on the gain or to
meet the tax liability of the 40 percent of the gain that was taxed.

Thus, because the determination of Pell grant eligibility doe5 not
acknowledge that any unearned income reported on a student aid
report is already obligated to retiring debt or meeting tax liability,
many students are being unfairly denied access to this important
source of financial aid. In one instance, I was contacted by a family
whose assets of $100,000 and untaxed income of $40,000 were more
than overwhelmed by a debt of $100,000 and a net farm loss that

13
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year of $46,000, and yet their son was ineligible for Pell grant as-
sistance.

In othzr words, Mr. Chairman, if you got income from one source
and los& in another area, you are not ab:e to deduct the loss from
the incc. really what a farmer has to be concerned about is
whethe:. :ries any total income with which to meet his living ex-
penses and help- his child through college.

A second example provided by the president of a small private
college in my district even better illustrates the problems that have
arisen with the capital gairr. -1:Lemption:

"A sale on foreclosed farl,, d totaled $91,000," he wrote. "The
family lawyer sent documentation that the family received no ben-
efit from this sale; all proceeds went toward cancellation of the
debt. For the 1984-85 award year, this student qualified for $1,350
in Pell grant, $2,250 in Iowa Tuition Grant, and $2,200 in institu-
tional aid." Because of the sale of the farmland, "this current
award year, he not only does not qualify for Pell grant, but the
Iowa College Aid Commission had originally deemed her ineligible
fot. the Iowa College Tuition Grant. We later wrote to the Iowa Col-
lege Aid Commission and explained the situation, and they did give
her consideration. This flexibility may be needed on the Federal
level as well as the State level."

According to the Department of Education, there is no regular or
special procedure that currently exists through which ineligible ap-
plicants can request fair consideration of any special circumstances
of this sort. For this reason, I recently introduced legislation which
directs the Secretary of Education to issue regulations that would
prevent the inclusion in family farm income of any proceeds of a
sale of the farm assets if the sale results from voluntary or invol-
untary foreclosure, forfciture, or bankruptcy.

The second major problem, Mr. Chairman, has to do with the
assets that a farm family may have. Farm families may have assets
which they can neither sell and still continue to stay in business or
which are already so heavily indebted that they cannot get addi-
tional loans on that property. It seems to me that the purpose of
the asset limitations in the various types of legislation we pass are
to prevent wealthy people or people who have assets from which
they could get cash from being able to still come to the Federal
Government and get financial aid. If those assets are such that
there is no possibility of them getting cash from them, it seems to
me that a consideration should also be given and an exemption in
this case.

According to a recent report by the U.S. Department of Agricul-
ture, some 17 percent of all farms are near bankruptcy or foreclo-
sure. And if we look only at family farms, the percentage of those
experiencing such difficulty increases dramatically. As more and
more family farms are forced out of business, children from such
families will be looking, in ever greater numbers, outside agricul-
ture to higher education for new employment opportunities. Be-
cause so many individuals in our rural areas are already experienc-
ing great economic difficulty, it is my hope that during this session
of Congress, we can work to ensure that the Pell grant formula
provides for the full consideration of the effects of foreclosure,
bankruptcy, and taxation on the family farmer.

14
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I appreciate the opportunity to meet before you, Mr. Chairman,
and I certainly would appreciate your consideration of this legisla-
tion.

Mr. Foan. Thank you very much.
Berkley, one of the things that bothers me is what if you sell the

farm because you decide that the kids aren't going to take care of
it and you want to move to Florida or Hawaii; and you are mad at
the kids in the first place because they don't want to be farmers,
they want to go to college. Can you take the money and leave, if
your bill is passed, and not have that counted as parental contribu-
tion?

Mr. BEDELL. No; because of two things. First of all, my bill pro-
vides only in case of forfeiture or foreclosure.

Mr. FORD. But it says voluntary or involuntary?
Mr. BEDELL. Forfeiture, yes; but secondarily, it calls for the Sec-

retary tc institute regulations that would address the problem of
voluntary or involuntary forfeiture as well as foreclosure.

Mr. FORD. So you feel that if there was actually a residual asset
that came after the foreclosure that that should not be exempt?

Mr. BEDELL. Absolutely; if there is of any consequence any asset
that remains residual after the forfeiture, then certainly the
person should not qualify. I agree completely. And that is the
intent of this legislation. And as I said, it calls upon the Secretary
to issue regulations that will provide for this.

Mr. FORD. Let us see how the dairy farmer feels about that.
Mr. GUNDERSON. Thank you, Mr. Chairman.
And first of all, Perkiey, I want toand for the rest of you, I

apologize for calling him by his first name, but we sit together on
the Agriculture Committee and the last 2 weeks we have sort of
become a family. We go back in in about 5 minutes I guess for an-
other long day.

I want to commend you, first of all, on really trying to address a
problem that is there. I am not exactly sure of the right method,
but I think you have come as close to suggesting an option as
anyone has.

Let me ask, you to describe for me what a voluntary forfeiture
would be in your eyes.

Mr. BEDELL. OK. There are two types of forfeitures. One of them
is involuntary where it is the equivalent of foreclosure. A volun-
tary forfeiture is a situation where I have bought land under con-
tract and I go to the banK and I say: "Look, I'm in financial trou-
ble, I can't pay my debts. What I would like to do is just turn the
land back to you." Forfeiture is where you turn it back to the
lender. I have already made payments on that land. I am going to
lose those payments, but I, indeed, turn it back.

About the only time you are going to do that is when one of the
two parties, or when both parties feel it is to their advantage to do
it. Now you are not going to turn back land if you are in a finan-
cial position where you don't have to and the value of the land is
greater than the amount owed against it. However, likewise, if you
are financially so that the bank can still collect from you, they are
not going to take it back. If you are financially sound. So that
really whether it is voluntary or involuntary the fact is that in

15
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almost all of those cases there would not be money available from
the individual.

The only possibility Ino, I don't really see where that could be.
Because the bank won't accept forfeiture, the lender will not accept
forfeiture if you have other assets that they have access to, normal-
ly.

Mr. GUNDERSON. But I think what the chairman was getting at,
and I think there could be those circumstances where you have
clearly a significant net worth, but your monthly financial obliga-
tion on a loan or mortgage, whatever the case might be, could be
just more than "grandma and grandpa want to maintain at this
point in time," and they say: "Look, land values aren't very good.
We don't want to keep milking cows. We don't want to bother with
the bank. You can have it. The $40,000 we still owe you, fine, you
get it. Now when you sell it, of course, we get the $60,000 after you
have paid off the loan."

There is that one kind of example which I think could be a vol-
untary abuse that we may need to addressI think we may be able
to deal with this if we would perhaps just drop the word "volun-
tary." Really every concern you are talking about, for the most
part is addressed in the inclusion of involuntary foreclosures, for-
feitures, bankruptcies. We may have to have something on volun-
tary bankruptcies in there.

Mr. BEDELL. No; I think we would address it better if we do what
the chairman says, and if the rules and regulations provided that
in the consideration that there was no financial gain by the party.
If there was fmancial gain by the party, then it would not apply.

Mr. GUNDERSON. Sure, that would be acceptable.
Mr. BEDELL. That would be better because there are many cases

in my area where people are voluntarily turning back land in
order to restructure their debts where they end up, frankly, with
absolutely no gain whatever in terms of their financial situation. It
is just a question of trying to somehow stay alive for another year
or so if they can. I would expect the gentleman have similar
situations in Wisconsin.

Mr. GUNDERSON. Just developing.
Mr. BEDELL. OK. But I think the chairman is absolutely correct

that in regulations, or perhaps it should have been, frankly, in this
legislation as well, that it should provide wherein there is no resid-
ual gain to the individual.

Mr. GUNDERSON. Your second concern in your testimony indi-
cates the problems with family assets preventing students from re-
ceiving Pell grants. Do you read the problem as only affecting the
Pell grant eligibility formula? Does it also in your opinion affect
GSL's?

Mr. BEDELL. I know that it affects other programs as well, I don't
know what other ones. Food stamps, it would affect that.

Mr. GUNDERSON. Yes.
The description of the uniform methodology, which is used for

determining GSL's [guaranteed student loans] and in your campus-
based programs, in calculating parents' net worth says the net
worth of a business or farm, 'the present market value minus
unpaid mortgage or debts."

Mr. BEDELL. That would take care of the problem.
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Mr. GUNDERSON. So if we could perhaps transfer this definition
of net worth over to the Pell grant formula, we would be able to
solve that problem.

Mr. BEDELL. That would solve that problem. But there is still an-
other problem, however, and that is, it is my understanding, that
you cannot deduct your losses from your gains in determining
income. And particularly, you cannot do it with unearned income.

Now a problem we have in agriculture is that you have a farmer
that bought land a good many years ago at a lower price and now
sells it at a higher price, through restructuring his debts where he
has to apply, as I mentioned, the whole thing against other debts.
So he really has no gains in terms of the money he has available to
help finance his living expenses and students to go to college.

But the law is such that any unearned income counts as income
no matter how much loss you may have to apply against it. And
under those circumstances, even though the farmer may have lost
a lot of moneyin fact, it is a problem we have in the whole situa-
tion of trying to keep farmers aliveif they restructure their debt
through the sale of some other assets and then apply completely all
of the money they get in the sale against their other debts or to
help keep alive, they still become ineligible even though they
showed a loss for that year and have no moneythe important
thing and it is what the chairman is getting athave no money of
their own with which to help to fmance these things.

Mr. GUNDERSON. That one is difficult, though, because it doesn't
just affect farmers, it affects small business people all over the
country. They have the same problem. And that one is going to be
more difficult for us I think to deal with.

Mr. BEDELL. It seems to me, though, it should be the same prob-
lem. That unearned income, if it comes from capital gains treat-
ment, should be applied against other income whether it is un-
earned or whether it is earned. In either case it seems to me that
income should be total income. You should not say if you have got
income over here and a loss over here that we don't worry about
the loss you have got, all we worry about is the income that you
made. It seems to me that should not be our intent in anything we
pattern.

Mr. GUNDERSON. No. I am Aust saying the problem extends
beyond agriculture in that regar .

Mr. BEDELL. That is right.
Mr. GUNDERSON. Thank you, Mr. Chairman.
Mr. FORD. Well, Berkley, what you have is a problem that we

cleared up in 1980 and then Gramm-Latta messed it up.
Mr. BEDELL. I might say, sir, I think Gramm-Latta messed up a

lot of things, Mr. Chairman, but that may be prejudiced.
Mr. FORD. Well, I am one of the people who for many years has

railed against the idea of considering as an asset for the purpose of
sending one's children to college the family homestead. And we
were finally able in the 1980 amendments to get rid of that, wheth-
er it is a farm or simply a home, on the theory that it made no
sense to consider that an asset for the purpose of education be-
cause, obviously, if there are five children in the family and one of
them is going to college, you are not going to sell the home to send
one of them to college. It wouldn't make a lot of sense to do that.
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But we have always considered that for strange reasons as an
asset, as if it was something that you could reach out and take
value from and use it to go to college.

We took that out. And in the name of budget balancing in 1981
that was put back in. And so the anomally that you are talking
about also occurs with somebody who bought a home in the fifties
for $25,000, in the Midwest, and it is now for tax purposes valued
at $50,000, and they regard that as a $50,000 asset. That is not a
$50,000 asset in terms of available resources.

So it is possible we can go back to what the Congress did in 1979
in the House and 1980 in the Senate, and then in both Houses and
the conference in 1980. But the family farm offset is considerably
larger than it is for other types of resources, thanks to Mr. Obey of
Wisconsin, who has always fought very hard to take care of the
farmer.

But it still doesn't make a whole lot of sense to consider any of
this as assets for educational purposes, and it is one of the things
we will look at. And I am very pleased that you are coming at it
with a way to explain it.

I would like to say before you leave that Mr. Dorgan of North
Dakota wanted to appear this morning to support your bill. Byron
is tied up and can't be here, so without objection, Mr. Dorgan's
statement in support of the bill will be inserted at this point in the
record.

[The prepared statement of Hon. Byron L. Dorgan follows:]
PREPARED STATEMENT OF HON. BYRON L. DORGAN, A REPRESENTATIVE IN CONGRES.1

FROM ME STATE OF NORTH DAKOTA

Mr. Chairman, I appreciate the opportunity to testify in support of my Colleague's
bill to prevent the inclusion in family income of any proceeds of a sale of that fami-
ly's farm in the computation of the family's contribution for the purpose of deter-
mining elig:bility for student aid. The farm crisis has hit this country hard. We
have all heard reports of farmers who have been forced to sell all or part of their
farms as a result of the threat of foreclosure or bankruptcy.

While the impact of the farm crisis has yet to be fully realized, one particular
group is suffering needlessly. Farm families who are experiencing financial difficul-
ties face even greater 5nancial burdens when their children seek to pursue their
education beyond high school. The Pell grant, often described as the foundation of
financial aid, is the most likely source of aid for farm families facing foreclosure or
bankruptcy. However, currently the Pell Grant Program is denying eligibility for
students from farm families because, often a result of their financial troubles, they
have sold property and assets, thus realizing a capital gain. It is at this juncture
that farm families are, in effect, penalized. The Pell Grant Program considers pro-
ceeds from these sales as income, thus placing the family out of the range of eligibil-
ity for a Pell Grant. However, farmers are often unable to use this "income" for
anything but to repay their debts.

I would like to share with you one specific case in my home state of North
Dakota. The case involves a former farmer who was forced to sell out and although
the sale brought in $700,000, his bank took the entire proceeds. For tax purposes,
his was shown as having an adjusted gross income of $78,617, although his earned
income was really just $4,746. The farmer's son was denied a Pell Grant based on
his father's adjusted gross income. Clearly there is a great need for a method by
which the Pell Grant Program could consider the special circumstances of farm
families such as the one I just described.

At this time I would like to take the opportunity to bring to the Subcommittee's
attention a mailer of similar concern to many of my constituents and I suspect
many other farm families across the nation's heartland. While so many farmers are
facing hardship, some are surviving, even if they are just getting by. Students from
these families also deserve special consideration when applying for financial aid.
Many farmers might be considered asset rich but they are cash poor and thus do
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not have the means to completely finance their child's education. Again, when they
look to the Pell Grant Program they are refused.

To illustrate this point, let me share with you two very clear examples. The first
is a family of five in a small town with only child in school. Their adjusted gross
income is $17,700 and their farm asset equity is $255,700. The American College
Testing service, using a uniform methodology, established that this family could
afford $5,700 for it's contribution to the child's education. Furthermore, they stated
that none of the contribution was expected to come from the family's income, it
should all come from the family's assets. This same family was assigned a student
aid index, the Pell Grant's ranking device, of 13,664. 1,900 is the highest ranking a
family may receive and still be eligible for a Pell Grant.

The second example is also a family of five with one student in college. Their ad-
justed gross income is $6,280 and their farm asset equity is $337,700. Their expected
family contribution was $2,900, again none of that was to come from the family's
income. The Pell Grant index for this family, 7,881, also placed them well beyond
the eligibility range.

These two cases indicate that farmers are being expected to liquidate their assets,
which they need to maintain their farms, in order to educate their children.

Aftr talking to farmers, educators and bankers, it is clear to me that the criteria
used to determine Pell Grant eligibility needs to be carefully reexamined. At the
very least, farmers who are virtually forced to sell of some, if not all, of their assets,
should not have their temporary capital gains considered as part of the family
income when considering a students' eligibility for a Pell Grant. If we can make low
or no interest loans to foreign governments we should certainly be able to help farm
families educate their children. They are our future.

Mr. FORD. Thank you very much, Berkley.
Mr. BEDELL. Thank you, Mr. Chairman. I thank you and I thank

the committee.
Mr. Chairman, my bill, could it be entered in the record with my

statement?
Mr. FORD. Yes. Without objection, that will be entered.
Dr. Robert Donaldson.
Dr. Donaldson, Mrs. Roukema wanted to be here to introduce

you this morning, and she is tied up at the request of the minority
leader. We all understand how that works; we don't have control
over our own time. She asked that we let you know that is the
reason she is not here. She would like to be. She is otherwise en-
gaged at the moment, and we want to on her behalf welcome you
to the committee.

Dr. Donaldson is the president of Fairleigh Dickinson University.
Without objection, Dr. Donaldson's testimony will be inserted in

full at this point in the record. And you may proceed to add to it,
supplement it or summarize it in any way that you find most con-
venient.

[The prepared statement of Robert H. Donaldson follows0
PREPARED STATEMENT OF ROBERT H. DONALDSON, PRESIDENT, FAIRLEIGH DICKINSON

UNIVERSITY

Mr. Chairman and members of the Subcommittee on Postsecondary Education,
my name is Robert Donaldson. I am President of Fairleigh Dickinson University,
which has campuses in Teaneck, Rutherford, and Madison, New Jersey. Founded in
1942, Fairleigh Dickinson University is New Jersey's largest independent university
and among the largeot in the country. We enroll more than 15,000 undergraduate
and graduate students in over 110 degree programs in the liberal arts and sciences,
engineering, dentistry, education, health care, business administration, public ad-
ministration and hotel and restaurant management. Our comprehensive range of
academic programs and multi-campus structure are distinctive, as are our two over-
seas campuses offering special semester and summer studies: Wroxton College in
England and the West Indies Laboratory on St. Croix in the U.S. Virgin Islands. For
1985-86, our annual comprehensive fee will be $9,391, including a tuition charge of
$5,934. Three-fourths of our undergraduates receive some form of financial aid. WI;
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award over $22 million each year in financial aid, and we pioneered the Family
Plan which offers reduced tuition to families with more than one student at the uni-
versity.

I am pleased to appear before you today to present the views of the membership
of the Association of Independent Colleges and Universities of New Jersey on sever-
al policy issues you are considering regarding grant aid allocation. Our national or-
ganization, NAICU, submitted recommendations for reauthorization of the Higher
Education Act to the Chairman and to the Ranking Republican Member on April
30, and, I would note that we also generally support the recommendations made by
the American Council on Education.

But before I discuss our recommendations and our reasons for making them, I'd
like to give you some background on the Association of Independent Colleges and
Universities in New Jersey, and provide you a brief view of student financial assist-
ance as it existed on our campuses during the 1983-84 academic year, the last com-
plete year for which data are available.

AICUNJ is an organization of 16 independent, nonprofit colleges and universities,
based in Summit, New Jersey and formed to provide a unified voice for New Jersey
independent higher education. Last year, AICUNJ institutions enrolled 62,000 stu-
dents, and the 1984-85 price of educationthe amount actually charged to students
at registrationaveraged $8,705, including an average tuition and fee charge of
$5,728. I would also note with pride that, although we enrolled only 21 percent of all
New Jersey college students in 1984, we awarded 33 percent of all bachelor's de-
grees, 44 percent of all master's, and 37 percent of doctoral and first professional
degrees granted in the state of New Jersey.

Let me note, Mr. Chairman, that, contrary to assertions that 1),:u may have heard
earlier this spring, the independent sector in higher education should not be stereo-
typed as "expensive private =lieges" and regarded as a luxury when federal budget
deficits are large. Our charges to students are a truer reflection of the actual cost of
the education we offer than is the case in other types of higher education, because
we carry on without the direct operating subsidies that state taxpayers provide to
reduce the tuition paid by public sector students. Less than one-filth of revenues for
independent colleges and universities comes from federal, state, or local government
funds, while income from tuition, fees, and student services contributes more than
70 cents of every dollar of operating revenue at our institutions. And, a substantial
portion of that orsating revenue, nearly $50 million in 1983-84, was rechanneled
by our AICUNJ colleges and universities directly to their students in the form of
institutional student financial aid.

Thus there is a partnership among the state and federal governments, students
and their families, and the college. They share the cost of education, with each part-
ner bearing a fair portion of the burden, and this allows freedom of choice and
access to low and middle income students.

Even with institutions struggling to fill the tuition gap by increasing their need-
based student aid, the reductions in grant participation rates and in average
awards, and the declines in other programs over the past five years, had predictable
results: more needy students in independent colleges and universities found them-
selves increasingly dependent on larger Guaranteed Student Loans to help finance
their educations. An even more serious consequence is that many students have
been forced to withdraw from the institutions of their choice or to otherwise alter
their career plans to avoid the heavy burden of additional debt.

In the four-year period from fall 1979 to fall 1983, the percentage of dependent
recipients borrowing a GSL in New Jersey increased dramaticallyfrom 15 percent
to 57 percent, with the average loan also increasing from $1,787 to over $2,400. More
distressing was the fact that the lowest income students were no less heavily de-
pendent on GSL to meet their educational costs. Fifty-seven percent from this
lowest-income category borrowed an average of $2,259 in 1983, compared to 15 per-
cent in 1979, borrowing an average of $1,400.

Against this background of diminished availability of grant assistance and greater
reliance on loans for students attending or aspiring to attend independent colleges
and universities, our membership support policy recommendations for reauthoriza-
tion of the Higher Education Act designed to redress this imbalance between grant
and loan support for needy students in general, and for the lowest-income students
in particular.

That is why NAICU developed and AICUNJ supports a proposal to restructure
the Pell Grant program to target its support on low-income students and to be more
sensitive to the costs of different types of institutions. That is why AICUNJ recom-
mends a revamped SEOG program that targets funding on students with the great-
est need for funds, and ties appropriations for the two major federal grant programs
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more closely together. And that is why AICUNJ supports the proposal that the GSL
program be restructured to limit loans to need, with slightly increased maximum
loan amounts for established students, with opportunities for students to consolidate
their loans when they enter repayment wider income related payment schemes, and
with loan amounts not reduced by arbitrary origination charges.

NAICU PELL PROPOSALS

AICUNJ therefore urges you to restructure the Pell Grant program to assure
access for all eligible students to all types of higher education. We believe the prob-
lem is too deep-rooted to be addressed by surface changes in the program. Increas-
ing one or more of the individual parts of the award formula would not be a suffi-
cient response to the problem.

The NAICU proposal is offered as a compromise proposal that would (1) insert
price sensitivity for low and middle-income students desiring to attend higher-tui-
tion colleges and universities; (2) assure living expense allowances for the lowest-
income (up to 150 percent of the poverty level) students who pursue their education
at lower-priced institutions and are more dependent on living expense support; and
(3) keep the total cost of the program within the realm of reasonable appropriations
growth.

This proposed reform of the Pell Grant program would provide a true foundation
upon which to build the other federal, state, institutional, and private student aid
programs. This would be accomplished by basing the Pell award on a two-part calcu-
lation: (1) half of tuition, mandatory fee, and book expenses for all eligible low- and
middle-income students (up to a $2,100 maximum), plus (2) a substantial allowance

(ur t°
$2,100) for all low-income students to help them meet their living expenses in

al types of colleges and universities. This mechanism would award substantial
grant dollars to low-income students for their living expenses and for up to half of
their tuition, fees, and books, and it would also allow middle-income student partici-
pation for up to half of the "price" charged to them.

Let me now turn to our specific recommendations for Grant Aid Allocation that
are the subjects of today's hearing.

Mr. Chairman, the components of the Grant Aid Allocation system to be dis-
cussedMaster Calendar, Needs Analysis, Academic Progress, and Ability to Bene-
fitare important aspects of the fmancial aid system that allows students to aspire
to independent higher education. The current student aid delivery and need analy-
sis systems are complex and confusing for all concerned, and may not be operating
as Congress intended. Congress attempted to address part of the problem by man-
dating a single need analysis system in the 1980 Amendments to the Higher Educa-
tion Act. But implementation of the new system was deferred. The 99th Congress
has the opportunity to address this issue.

NEEDS ANALYSIS

AICUNJ recommends that the multiplicity of "needs analysis" methodologies cur-
rently in use be reviewed to determine whether a new, single methodology for deter-
mining family ability to pay can be developed for all federal student aid programs.
The objective is to simplify the current system while maintaining discretion for fi-
nancial aid administrators to adjust for individual student circumstances.

A Uniform Methodology should be designated as the single national standard for
measuring a family's ability to contribute toward postsecondary educational ex-
penses. The reauthorizing legislation should contain language requiring develop-
ment of a fam.ly contribution schedule by the Secretary fo Education, with the
active involvement and participation of the financial aid community (individuals,
agencies and organizations). Annual adjustments or refinements to the Uniform
Methodology should be based upon reliable and current economic factors.

The Uniform Methodology should clearly identify in the legislation the various
elements to be considered in assessing the family's ability to contribute towards the
student's educational expenses. However, legislative language should not specify the
treatment or exclusions pertinent to specific elements.

The Uniform Methodology snould be reviewed and revised on an annual basis for
appropriate adjustments and refinements. The family contribution which is deter-
mined from a Uniform Methodology calculation may in turn be adjusted by finan-
cial aid administrators, when circumstances warrant, to maintain institutional flexi-
bility and discretion.

The Uniform Methodology should be the one recognized standard for realistically
measuring a family's ability to contribute to post-secondary educational expenses,
and this should be used consistently in determining a student's financial need. We
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should avoid establishing separate family contribution schedules, as those currently
used for the Pell Giant Program.

The Uniform Methodology must give assurance that the calculation of a family
contribution will be realistic and reasonable. The legislation should be written in
such a way as to ensure that appropriate input in the development of the Uniform
Methodology is provided to the Department of Education by knowledgeable organi-
zations and individuals in the higher education community.

Additionally, the Uniform Methodology should utilize a proper measure of income
for purposes of determining family ability to pay for higher education. The measure
chosen should recognize that provisions of the tax code that allow deductions from
gross income were designed for purposes unrelated to higher education need analy-
sis.

MASTER CALENDAR

AICUNJ strongly recommends the adoption of the NAICU-proposed master calen-
dar for the delivery of federal student aid. The delays, disruptions and uncertainties
in the delivery system over the past few years have caused confusion and misunder-
standings that have impeded students from deciding their educational futures. The
master calendar proposed by NAICU would help insure adequate notification and
timely delivery of aid funds by requiring the Secretary of Education of adhere to a
set schedule of dates for each step in the award cycle. The master calendar would
assist in the smooth functioning of the student aid system and allow all students to
make timely decisions about their higher education plans.

ACADEMIC PROGRAMS

AICUNJ recommends that a limitation be placed on the number of years a stu-
dent may receive a grant, in order to assure that students are making satisfactory
progress towards completion of their studies.

New Jersey spent several years developing a standard of satisfactory academic
progress to be used in determining eligibility for state student assistance. Though
time-consuming, this process proved useful in retaining confidence in the academic
standards of New Jersey's colleges and maintaining fairness for aid recipients. On
the basis of our experience in New Jersey, we recommend students be allowed a
maximum of five academic years of federal student assistance. This standard would
allow for five year degree programs, for enrollment in remedial courses, and for
emergency situations, such as Witless or changes in family status.

ABILITY TO BENEFIT

Overly burdensome and unnecessary requirements have been imposed on institu-
tions by the Education Deparment to force compliance with the "ability to benefit"
provisions of the current legislation. Development of a standard for determining sat-
isfactory academic progress should provide sufficient control over a student's receiv-
ing Title IV aid. This should eliminate the need for the "ability to benefit" provi-
sions.

Mr. Chairman, I thank you for the opportunity to present these remarks to the
Subcommittee, and I look forward to any questions you may have.

STATEMENT OF ROBERT N. DONALDSON, PRESIDENT,
FAIRLEIGH DICKINSON UNIVERSITY

Mr. DONALDSON. Thank you, Mr. Chairman.
Fairleigh Dickinson University has campuses in Teaneck, Ruth-

erford, and Madison, NJ, and it is New Jersey's largest independ-
ent university. We enroll more than 15,000 undergraduate and
graduate students in over 110 degree programs. For 1985-86, our
annual comprehensive fee will be $9,391, including a tuition charge
of $5,934. Three-fourths of our undergraduates receive some form
of financial aid. We award over $22 million each year in financial
aid, and we pioneered the family plan which offers reduced tuition
to families with more than one student at the university.

I am pleased to appear before you today to present the views of
the membership of the Association of Independent Colleges and
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Universities of New Jersey [AICUNJ] on several policy issues you
are considering regarding grant aid allocation. Our national orga-
nization, NAICU. submitted recommendations for reauthorization
of the Higher Education Act to the chairman and the ranking Re-
publican member on April 30, and I would note that we also gener-
ally support the rccommendations made by the American Council
on Education.

AICUNJ is an organization of 16 independent nonprofit colleges
and universities based in Summit, NJ, and formed to provide a uni-
fied voice for New Jersey independent higher education. Last year,
AICUNJ institutions enrolled 62,000 students, and the 1984-85
price of education, the amount actually charged to students at reg-
istration, averaged $8,705, including an average tuition and fee
charge of $5,728.

Let me note, Mr. Chairman, that contrary to the assertions you
may have heard earlier this spring, the independent sector in
higher education should not be stereotyped as expensive private
colleges and regarded as a luxury when Federal budget deficits are
large. Our charges to students are a truer reflection of the actual
cost of the education we offer than is the case in other types of
higher education, because we carry on without the direct operating
subsidies that State taxpayers provide to reduce the tuition paid by
public sector students. Less than one-fifth of revenues for independ-
ent colleges and universities comes from Federal, State, or local
government funds, while income from tuition, fees, and student
services contributes more than 70 cents of every dollar of operating
revenue at our institutions. And a substantial part of that operat-
ing revenue, nearly $50 million in 1983-84, was rechanneled by our
AICUNJ colleges and universities directly to their students in the
form of institutional student financial aid.

Thus there is a partnership among State and Federal Govern-
ments, students, and their families, and the college. They share the
cost of education with each partner bearing a fair portion of the
burden, and this allows a freedom of choice and access to low- and
middle-income students.

Even while our institutions were struggling to fill the tuition gap
by increasing their need-based student aid, the reductions in grant
participation rates and in average awards, and the declines in
other programs over the past 5 years, had predictable results: more
needy students in independent colleges and universities found
themselves increasingly dependent on larger guaranteed student
loans to help finance their educations. An even more serious conse-
quence is that many students have been forced to withdraw from
the institutions of their choice or to otherwise alter their career
plans to avoid the heavy burden of additional debt.

In the 4-year period from fall 1979 to fall 1983, the percentage of
dependent recipients borrowing a GSL in New Jersey increased
dramatically, from 15 percent to 57 percent, with the average loan
also increasing from $1,787 to over $2,400. More distressing was the
fact that the lowest income students were no less heavily depend-
ent on guaranteed student loans to meet thr r educational costs.

Our membership supports policy recomLI,v.lations for reauthor-
ization of the Higher Education Act designed to redress the imbal-
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ance between grant and loan support for needy students in general,
and for the lowest income students in particular.

That is why NAICU developed and AICUNJ supports a proposal
to restructure the Pell Grant Program to target its support on low-
income students and to be more sensitive to the costs of different
types of institutions. That is why AICUNJ recommends a re-
vamped SEOG Program that targets funding on students with the
greatest need for funds, and ties appropriations for the two major
Federal grant programs more closely together. And that is why
AICUNJ supports the proposal that the GSL Program be restruc-
tured to limit loans to need.

AICUNJ therefore urges you to restructure the Pell Grant Pro-
gram to assure access for all eligible students to all types of higher
education. The NAICU proposal is offered as a compromise propos-
al that would insert price sensitivity for low- and middle-income
students desiring to attend higher tuition colleges and universities,
assure living expense allowances for the lowest income students
who pursue their education at lower priced institutions and are
more dependent on living expense support, and keep the total cost
of the program within the realm of reasonable appropriations
growth.

This proposed reform of the Pell Grant Program would provide a
true fcundation upon which to build the other Federal, State, insti-
tutional, and private student aid programs. This would be accom-
plished by basing the Pell award on a two-part calculation: half of
tuition, mandatory fee and book expenses for all eligible low- and
middle-income students, up to a $2,100 maximum, plus a substan-
tial allowance up to $2,100 for all low-income students to help them
meet their living expenses in all types of colleges and universities.
This mechanism would award substantial grant dollars to low-
income students for their living expenses and for up to half of their
tuition, fees and books, and it would also allow middle-income stu-
dent participation for up to half of the tuition price charged to
them.

Mr. Chairman, the components of the grant aid allocation system
to be discussed todaymaster calendar, needs analysis, academic
progress, and ability to benefitare important aspects of the finan-
cial aid system that allows students to aspire to independent
higher education. The current student aid delivery and needs anal-
ysis systems are complex and confusing for all concerned, and are
not operating as Congress intended. Congress attempted to address
part of the problem by mandating a single needs analysis system in
the 1980 amendments to the Higher Education Act. But implemen-
tation of the new system was deferred. The 99th Congress has the
opportunity to address this issue.

AICUNJ recommends that the multiplicity of needs analysis
methodologies currently in use be reviewed to determine whether a
new, single methodology for determining family ability to pay can
be developed for all Federal student aid programs. The objective is
to simplify the current system while maintaining discretion for fi-
nancial aid administrators to adjust for individual student circum-
stances.

A uniform methodology should be designated as the single na-
tional standard for measuring a family's ability to contribute
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toward postsecondary educational expenses. The reauthorizing leg-
islation should contain language requiring development of a familycontribution schedule by the Secretary of Education, with theactive involvement and participation of the financial aid communi-ty. Annual adjustments or refinements to the uniform rn.achodolgy
should be based upon reliable and current economic factors.

We should avoid establishing separate family contribution sched-
ules, as those currently used for the Pell Grant Program.

AICUNJ strongly recommends the adoption of the ANICU-pro-
posed master calendar for the delivery of Federal student aid. The
delays, disruptions, and uncertainties in the delivery system overthe past few years have caused confusion and misunderstandingsthat have impeded students from deciding their educational fu-
tures. The master calendar proposed by NAICU would help ensure
adequate notification and timely delivery of aid funds by requiring
the Secretary of Education to adhere to a set schedule of dates foreach step in the award cycle.

AICUNJ recommends that a limitation be placed on the number
of years a student may receive a grant, in order to assure that stu-
dents are making satisfactory progress toward completion of theirstudies.

New Jersey spent several years developing a standard of satisfac-
tory academic progress to be used in determining eligibility forState student assistance. Though time consuming, this process
proved useful in retaining confidence in the academic standards of
New Jersey's colleges and in maintaining fairness for aid recipi-
ents. On the basis of our experience in New Jersey, we recommend
students be allowed a maximum of 5 academic years of Federal stu-dent assistance. This standard would allow for 5 year degree pro-grams, for enrollment in remedial courses and for emergency situa-
tions, such as illness or changes in family status.

Overly burdensome and unnecessary requirements have been im-
posed on institutions by the Education Department to force compli-
ance with the ability-to-benefit provisions of the current legislation.Development of a standard for determining satisfactory academic
progress should provide sufficient control over a student's receiving
title IV aid. This should eliminate the need for the ability-to-bene-
fit provisions.

Mr. Chairman, if I may very briefly sketch the problems of three
of our students that illustrate these rather technical points in theaid delivery system.

One student had difficulty with the calendar problem. She ap-
plied for financial aid on the 1st of January of this year, through
the college scholarship financial aid forum. The student was noti-fied by the Pell Grant Program that she had an eligible index for aPell grant award. She was notified on April 10. However, the 1985-
86 Pell award table had not been issued at that date, and the 1984-
85 Pell award table which was being considered for use in 1985-86
didn't provide an award for the stated index. Without a federally
approved award table for 1985-86, the financial aid office wasunable to make a definitive statement of a Pell award to this stu-
dent. This chain of events caused confusion for the student, who
was not able to get a resolution of her final Pell award for Septem-
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ber until just yesterday when the approved table was finally re-
ceived by the university.

Another student illustrates the problem with the multiple eligi-
bility formulas. This student applied for financial aid in March
1984 for the 1984-85 year. The student was notified by the Pell
Grant Program that he had an ineligible index for a grant in late
April 1984. He and his family assumed, therefore, they were ineli-
gible for all aid. His Pell index based on the Pell grant formula
was $3,480, substantially above the Pell cutoff of $1,700. However,
his family contribution was $3,780 under the uniform methodology
which qualified him for campus-based State and university aid
amounting to $5,900. Further complicating this case was an addi-
tional needs test for guaranteed student loan eligibility. Only
through intensive counseling with the family did they realize it
was finally possible for the student to attend our university. The
student's final aid package involved needs assessment under three
different formulas.

The third student I want to tell you about was admitted to Fair-
leigh Dickinson in the fall of 1980 under the Educational Opportu-
nity Fund Program. This is a New Jersey educational program de-
signed to identify financially and educationally disadvantaged
youngsters who show potential for successful completion of a col-
lege program. This student's freshman year began with two semes-
ters with a reduced 12-credit program with remediation in math
and English. At the completion of his third semester he had a 1.76
averagea 2.0 is satisfactorybased on 34 completed credits. How-
ever, at the end of 1984-85, his fifth year, he graduated with a 2.31
overall average, having attained a 3.2 average in his last year. This
is an illustration of a 5-year eligibility timeframe for Federal finan-
cial assistance. This flexibility allowed the university to build a
successful academic track for this student.

Mr. Chairman, I thank you for the opportunity to present these
remarks to the subcommittee, and I look forward to any questions
you may have.

Mr. FORD. Thank you very much.
Presently, if it takes you 9 years to go to school to complete your

education, there is no limitation. What is the value of putting a
limitation now on how many years you can attend school?

Mr. DONALDSON. Well, we en believe that the 4-year standard is
no longer an adequate one. But I think to stretch it---

Mr. FORD. We don't have a 4-year standard.
Mr. DONALDSON. I know; but to stretch it out as much as 9 years

I think makes it rather difficult for the institution which has its
own satisfactory progress benchmarks &long the way. Many institu-
tions have adjusted to something nearer a 5-year standard because
of theof course, we are talking about students who are attending
at a so-called full-time rate. So the 5-year standard in our experi-
ence in New Jersey provides for the problems with financial or
family problems and with the difficulties that some students have
who have to begin with remedial education and yet does not
stretch so-called full-time attendance out to an unreasonable
extent.

Mr. FORD. Mr. Gunderson.
Mr. GUNDERSON. Thank you, Mr. Chairman.
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Are you doctor?
Dr. DONALDSON. Yes.
Mr. GUNDERSON. I didn't see that. I just wanted to make sure

before I called you doctor that you were.
Doctor, you talk about the need to go to a uniform methodology

in determining fmancial aid eligibility, one system. And yet, you
also seem to allude in parts of your statement about the fact that
the Pell grant needs to better serve the low-income people. Some
would contend that the reason the Pell grant has a separate formu-
la is to weight it to the lower incomt, those who need more.

Do you think we would exacerbate the criticism we have been
getting in these hearings about the fact that the Pell grant is not
adequately serving low-income people today if we woulli go to one
standard formula? For example, ifwe would take the GSL formula
and campus-based uniform methodology formula and use that for
determining Pell grants, do you think that would help or hurt
those most in need of Pell grants?

Dr. DONALDSON. The purpose, really, of our recommendations,
the association I am representing today, is to ensure that the Pell
grants are more responsive to the needs of the low-income stu-
dents. So we certainly would not recommend a single methodology
that deviated from that purpose. We are not recommending the
uniform methodology or the GSL methodology. What we are recom-
mending is that a national task force of financial aid experts work
with the Secretary to come up with a new methodology that really
combines the strengths of all of these, and then use just that one
standard methodology for all programs.

Our purpose would be that in that new methodology Pell grants
through the restructuring that we also recommend would continue
the needs, or would even better serve the needs of the low-income
students in particular.

Mr. GUNDERSON. OK. I just wanted to check on where you were
and which formula you supported, because a lot of people tend to
think the uniform methodology is a more accurate reflection.
Would you agree or disagree with that?

Dr. DONALDSON. No, I don't think that is necessarily the case if
you look at the low-income families. We are not advocating the
substitution of that particular methodology for the others, but
simply the development. I think there is a lot of experience and
wisdom in the financial aid community that I think the Secretary
of Education could draw on in coming up with such a single meth-
odology.

Mr. GUNDERSON. OK, thank you.
Thank you, Mr. Chairman.
Mr. FORD. Mr. Perkins.
Mr. Hayes.
Mr. HAYES. No questions.
Mr. FORD. Thank you very much, Dr. Donwldson. We appreciate

your rousing support for NAICU's proposal. I just with we could
afford to do it.

Dr. DONALDSON. I think we can't afford not to do it, sir. Thank
you.

Mr. FORD. Well, if you can sell that to David Stockman and the
President, I will light candles for you for the rest of my days.
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Dr. DONALDSON. We have been trying to tell them but they are
not listening.

Mr. FORD. Dr. Stephen Horn, president of the California State
University at Long Beach; Mr. Michael Keeling, student at Eastern
Kentucky University; Mr. Daniel B. Taylor, senior vice president of
the college board, who is accompanied by Mr. Donald Routh, uni-
versity director of financial aid at Yale University, chairman of the
College Scholarship Service Assembly of the College Board.

Mr. FORM Mr. Perkins.
Mr. PERKiNs. Well, I guess at this time I would like to take the

opportunity to welcome Mr. Keeling. He has contacted us and has
shown a great deal of interest, making several trips, is my under-
standing, here to Washington before. He is very concerned about
the student aid problem and the problem of independence, I under-
stand, for college students.

Mr. Keeling, it is a pleasure to have you with us today.

STATEMENT OF MICHAEL B. KEELING, STUDENT, EASTERN
KENTUCKY UNIVERSITY

Mr. KEELING. Thank you.
[The prepared statement of Michael B. Keeling follows:]

PREPARE') STATEMENT or MICHAEL B. ZHELING, NATIONAL ISSUES CHAIRMAN,
EASTERN 'KENTUCKY UNIVERSTTY STUDENT ASSOCIATION

Mr. Chairman, members of the committee, I would like to take this time to both
introduce myself and thank the members of this Committee for allowir.g me to
appear before you this afternoon. It is a unique opportunity to be a post of these
hearings.

My name is Michael Keeling, a senior Marketing and Management Major at East-
ern Kentucky University in Richmond, Kentucky. I am twenty-five years old and
intend to graduate in May of 1986.

Due to the financial condition of my parents and their divorce, my sisters and I
have concluded that we would have to pay for our own college edudation. I wasn't
certain if this was a realistic goal until one year after I graduated from high school.
It was at this time, I became a father out of wedlock.

Aside from the fact that being an unmarried father has a social stigma, the finan-
cial responsibility of this occurrence had rendered me incapable of becoming a col-
lege student.

I had therefore decided to pursue my career with merely a high school education.
Three years later, I discovered that I would be incapable of providing my son, or
myself, with any luxuries without a college education. I felt cheated that my peers
were given the opportunity to realize their potential through some form of access to
Higher Education. At this time, I decided to investigate student financial aid.

Before I began this investigation, I uncovered two elementA ci" my financial situa-
tion that added to my frustration. One, I could not benefit a claiming my son as
a dependent because he lives with his mother; and two, there are no income tax
exemptions or deductions that exist for reciignizing child support payments.

As I began filling out my financial aid forms, I found it 'equally frustrating that
there was no place to enter the amount of child support payments. In short, the
financial aid need analysis service considered me an average independent student
with an average need.

After speaking with the Financial Aid Director at Eastern Kentucky University, I
discovered this situation could be changed. He adjusted my budget due to the fact
that my summer savings would go directly to child support payments. At this point,
Higher Education and the opportunities associated with it became a realistie goal
for my son and myself. I have worked various jobs to support myself and my son
throughout the course of my college career and in my opinion, this goal transition
has been a great success.

This encounter with the Financial Aid Office has led me to an involvement with
the Student Association at Eastern Kentucky University. After several terms as an
elected student representative, I was appointed chairman of a Natiomil Issues Com-
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mittee, a Committee that specializes in student fmancial aid- It is in this capacitythat I appear before you today.
This Corrunittee has engaged in several projects throughout the course of the most

re:ent academic school year. One achievement of particular interest is the coordina-tion of a network of universities within the state of Kentucky to unify our voice inorder to have an impact on student financial aid programs. I am also very happy toreport that the majority of our student body preoidents are committing themselvesto mobilizaton in order to provide this Committee with pertinent information thatwill assist in constructing this and other pieces of legislation that will affect ourparticular constituency.
In the midst af the research that this Committee has conducted in the past year,we have uncovered a few points of particular interest
1. Validation. In an effort to address increased validation, I would like to makethe following statement At Eastern Kentucky University, 81 percent of our valida-tions were cleared because they were accurate or because we (1) applied tolerance

levels or (2) recalculated with no change of award.
I am certain that there is a cost associated with each additional student that isvalidated. Therefore, there must be a point where increased validation will yield di-minishing returns. It is highly intimidating to tbink that the Department would goto such en expense to "catch" every student who made errors.
2. Time Period for Establishing the Student's Independence. The following infor-mation should be considered before requiring the student to account for an addition-al year of independency beyond the two presently required. I am referring to the

three, two-part questions that appear at the beginning of the fmancial aid form. In
our opinion, in order for the definition of independent status to be acrapted and ef-fective it must be perceived as fair by students, their families, a ' the public. Ifthe defmition is thought to be unfair, students may attempt la,inipulate thesystem to serve their own pgrposes, the public may withdraw its rort of student
aid, or both- The amount of time that a student lives at home does not nzcessarily
determine their independence. A student may fmd themselves falling in and out of
independency by moving back home due to the student's illness, divorce, or to assisttheir parents in a similar situation. A student may also find himself completely in-
dependent within a period .of six months. Therefore, should the student's parents
who permit (or ask) their child to stay in their home for more than six weeks be
held primarily responsible for their child's cost of education?

If the time the student lives at home is an important factor, certainly the period
of time that is currently accounted for by the student is sufficient. For these rea-
sons, the definition of independent status should, by no means, encompass a periodof more than two years.

3. Unverifiable Items. It is my understanding that independent students undertwenty-three years of age and single, that are selected for validation, are required to
present their parents tax forms to indicate their independence. It is also my under-
standing that there is no conceivable way to verify whether or not the student livcd
with the parent(s) for more than six weeks. Our Committee holds the belief that thisis an area that the student can lie with limited consequence.

With 'this in mind consider the following scenerio. In January or February, before
the perspective student and his or her parent(s) have filed their taxes, they may
consider shifting the parents responsibility to the federal government in the follow-
ing way, The parent(s) may opt not to claim their child as a dependent on income
tax forms. Additionally, they may claim the student is independent on financial aidforms. If the student is validated, they can merely say that they lived elsewhere and
their pareot(s) did not give them over $750 worth ofsupport. The result of this deci-
sion is that the student's parent(s) will not be expected to contribute to their child'seducation eight months later.

There are a few alternatives that should be considered when trying to award the
truly independent student. Firstly, Eastern Kentucky University has adopted the
use of a notarized independent statement. The statement asks the student and par-
ents the three, two-part questions that appear at the beginning of the financial aid
form. The statement must be notarized and returned to the financial aid office
before the award is given. Certainly, this is a viable alternative to 100 percent vali-
dation. Currently Eastern is the only University within the state of Kentucky that
uses the notarized independent statement. Fifty percent of financial aid recipients
in Kentucky are considered independent. Presently, 30 percent of financial aid re-
cipients at Eastern Kentucky- University are considered independent. These percent-
ages indicate that the use of such a statement may have prevented fraudulent fi-nancial aid forms.
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Second, there are students who are reporting an extremely low income and de-
claring themselves independent. Is a student who reports an income of $500 inde-
pendent? It would appear that a checking mechanism could be built into the valida-
tion process that will identify these students and request information that will
prove how they lived with such a low income.

4. The Unmarried Parent Who Wishes to Attend College. The perspective student
who is responsible for a child will commonly live at home, for a period of time, out
of necessity. The perspective student may or may not have custody of the child;
however, having a child will largely determine their ability to live alone. Since the
perspective independent student cannot live with the parent for more than six
weeks, this raises questions about the unmarried parent.

Is the perspective student who has the following situation independent? (1) The
perspective student has the responsibility of a child. (2) The perspective student's
parents do not claim their child or grandchild as dependents on income tax forms.
(3) The prespective student does not receive over $750 of cash support from their
parents. (4) The perspective student lived with the parent for more than six weeks.

It is the opinion of this Committee that the perspective student with this legal
and financial responsibility is in fact independent, and they should be considered as
such.

It would appear to me that these individuals, who without training could continue
to be on welfare roles, food stamp programs, and so forth. These recipients would be
better served by a postsecondary education. Through proper education and training
these individuals would be able to pay their fair share to taxes and reduce the wel-
fare roles.

Mr. Chairman, Members of the Committee, once again thank you for hearing my
testimony. I have only briefly explained a few items of interest, I would be glad to
answer any questions you may have in regard to my organization or my opinion.

RespectNr.- submitted,
MICHAEL B. KEELING,

National Issues Chairman,
Eastern Kentucky University's Student Association.

Mr. KEELING. Mr. Chairman and members of the committee, I
would like to take this time to both introduce myself and thank the
members of this committee for allowing me to appear before you
this afternoon. It is a unique opportunity to be a part of these hear-
ings.

My name is Michael Keeling, a senior marketing and manage-
ment major at Eastern Kentucky University in Richmond, KY. I
am 25 years old and I intend to graduate in May of 1986.

Due to the financial condition of my parents and their divorce,
my sisters and I had concluded that we would have to pay for our
own college education. I wasn't certain if this was a realistic goal
until 1 year after I graduated from high schoci. It was at this time
I became a father out of wedlock.

Aside from the fact that being an unmarried father has a social
stigma, the financial responsibility of this occurrence had rendered
me incapable of becoming a college student. I had, therefore, decid-
ed to pursue my career with merely a high school education.

Three years later, I discovered that I would be incapable of pro-
viding my son, or myself, with any luxuries without a college edu-
cation. I felt cheated that my peers were given the opportunity to
realize their potential through some form of access to higher educa-
tion. At this time, I decided to investigate student financial aid.

Before I began this investigation, I uncovered two elements of
my financial situation that added to my frustration: One, I could
not benefit from claiming my son as a dependent because he lives
with his mother, and two, there are no income tax exemptions or
deductions that exist for recognizing child support payments.
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As I began filling out my financial aid forms, I found it equally
frustrating that there was no place to enter the amount of child-
support payments. In short, the financial aid needs analysis servke
considered me an average independent student with an average
need.

After speaking with the fmancial aid director at Eastern 'Ken-
tucky University, I discovered that this situation could be Phanged
He adjusted my budget due to the fact that my summer savings
would go directly to child support payments. At this point, higher
education and the opportunities associated with it became a rz.salis--
tic goal for my son and myself. I have worked various jobs to sup-
port myself and my son throughout the course of my college career,
and, in my opinion, this goal transition has been a great success.

This encounter with the finaz%cial aid office has led me to an in-
volvement with the student assoiation at Eastern Kentucky Uni-
versity. After several terms as an efected student representative, I
was appointed chairman of a National Issues Committee, a commit-
tee that specializes in student financial aid. It is in this capacity
that I appear before you today.

This committee has engaged in several projects throughout the
course of the most recent academic school year. One achievement
of particular interest is the coordination of a network of universi-
ties within the State of Kentucky to unify our voice in order to
have an impact on student financial aid programs. I am also very
happy to report that the majority of our student body presidents
are committing themselves to mobilization in order to provide this
committee with pertinent information that will assist in construct-
ing this and other pieces of legislation that will affect our particu-
lar constituency.

In the midst of the research that this committee has conducted
in the past year, we have uncovered a few points of particular in-
terest:

One. Validation. In an effort to address increased validation, I
would like to make the following statement: At Eastern Kentucky
University, 81 percent of our validations were cleared because they
were accurate or because we applied tolerance levels or recalculat-
ed with no change of award.

I am certain that there is a cost associated with each additional
student that is validated. Therefore, there must be a point where
increased validation will yield diminishing returns. It is highly in-
timidating to think that the Department would go to such an ex-
pense to catch every student who made errors.

Two. The time period for establishing the student's independ-
ence. The following information should be considered before requir-
ing the student to account for an additional year of independency
beyond the two presently required. I am referring to the three two-
part questions that appear at the beginning of the financial aid
form. In our opinion, in order for the definition of independent
status to be accepted and effective it must be perceived as fair by
students, their families, and by the public. If the definition is
thought to be unfair, students may attempt to manipulate the
system to serve their own purposes, the public may withdraw its
support of student aid, or both.
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The amount of time that a student lives at home does not neces-
sarily determine their independence. A student may find them-
selves falling in and out of independency by moving back home due
to the student's illness, divorce, or to assist their parents in a simi-
lar situation. A student may also find himself completely independ-
ent within a period of 6 months. Therefore, should the student's
parents who permit or ask their child to stay in their home for
more than 6 weeks be held primarily responsible for their child's
cost of education?

If the time the student lives at home is an important factor, then
certainly the period of time that is currently accounted for by the
student is sufficient. For these reasons, the definition of independ-
ent status should by no means encompass a period of more than
two years.

Three. Unverifiable items. It is my understanding that the inde-
pendent students under 23 years of age and single that are selected
for validation are required to present their parents' tax forms to
indicate their independence. It is also my understanding that there
is no conceivable way to verify whether or not the student lived
with the parents for more than 6 weeks. Our committee holds the
belief that this is an area that th e. student can lie with limited con-
sequence.

With this in mind, consider the follmying scenario: In January or
February, before the prospective student and his or her parents
have filed their taxes, they may consider shifting the parents' re-
sponsibility to the Federal Government in the following way. The
parents may opt not to claim their child as a dependent on income
tax forms. Additionally, they may claim the student is independent
on financial aid forms. If the student is validated, they can merely
say that they lived elsewhere and their parents did not give them
750 dollars' worth of support. The result of this decision is that the
student's parents will not be expected to contribute to their child's
education 8 months later.

There are a few alternatives that should be considered when
trying to award the truly independent student. First, Eastern Ken-
tucky University has adopted the use of the notarized independent
statement. The statement asks the student and parents the three
two-part questions that appear at the beginning of the financial aid
form. The statement must be notarized and returned to the finan-
cial aid office before the award is given. Certainly this is a viable
alternative to 100 percent validation. Currently, Eastern is the only
university within the State of Kentucky that uses the notarized in-
dependent statement. Fifty percent of financial aid recipients in
Kentucky are considered independent. Presently, 30 percent of fi-
nancial aid recipients at Eastern Kentucky University are consid-
ered independent. These percentages indicate that the use of such
a statement may have prevented fraudulent financial aid forms.

Second, there are students who are reporting an extremely low
income and declaring themselves independent. Is a student who re-
ports an income of $500 independent? It would appear that a check-
ing mechanism could be built into the validation process that will
identify these students and request information that will prove
how they lived on such a low income.
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Four. The unmarried parent who wishes to attend college. The
prospective student who is responsible for a child will commonly
live at home for a period of time out of necessity. The prospective
student may or may not have custody of the child; however, having
a child will largely determine their ability to live alone. Since the
prospective independent student cannot live with the parent for
more than 6 weeks, this raises questions about the unmarriedparent.

Is the prospective student who has the following situation inde-
pendent? First, the prospective student has the responsibility of achild; second, the prospective student's parents do not claim their
child or grandchild as dependents on income tax forms; third, the
prospective student does not receive $750 of cash support from
their parents; and fourth, the prospective student lived with the
parent for more than 6 weeks.

It is in the opinion of this committee that the prospective student
with this legal and financial resp...msibility is, in fact, independent
and they should be considercd as such.

It would appear to me that these individuals, who without train-
ing could continue to be on welfare rolls, food stamp programs, and
so forth. These recipients would be better served by a postsecond-
ary education. Through proper education and training these indi-
viduals would be able to pay their fair share of tr.-4.es and reduce
the welfare rolls.

Mr. Chairman and members of the committee, once again I
thank you for hearing my testimony. I have only briefly explained
a few items of interest, and I would be glad to answer any ques-tions you may have in regard to my organization or my opinion.

Mr. FORD. Thank you.
Dr. Horn.

STATEMENT OF STEPHEN HORN, Ph.D., PRESIDENT, CALiFORNIA
STATE UNIVERSITY AT LONG BEACH

Mr. HORN. Thank you very much, Mr. Chairman.
I am Stephen Horn, president of California State University,

Long Beach; today, representing the American Association of State
Colleges and Universities.

If I might have my statement included in the record, Mr. Chair-
man, I would like to summarize some of the key points.

Mr. FORD. All statements will be included in the record, without
objection.

[The prepared statement of Dr. Stephen Horn followsl
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PREPARED STATEMENT OF DR. STEPHEN HogN, PRESIDENT, CALIFORNIA STATE
UNIVERSITY, LONG BEACH, CA.

Mr. Chairman and Members of the Subcommittee:

My name is Stephen Horn. I am President of California State

University, Long Beach. I am here today representing the American

Association of State Colleges and Universities (AASCU). AASCU is pleased

to testify today on a number of issues affecting student financial aid.

Earlier this year, we submitted a number of student aid recommendations to

you. Today, I would like to highlight some of them.

These re;ommendations build on the advancement this subcommittee

made with the C4,-=tion Amendments. We supported those amendements in

1980, and we 4inue to support them. If those amendments had been

funded, some of the problems facing our financial aid programs would not

exist. We think the underlying wisdom of the 1980 Amendments continues to

make sense, and the recommendations that we make at this hearing really

represent a refinement of the sound foundation established by the 1980 Act.

The AASCU recommendations I will be discussing can be summarized as

follows:

1. Provide annual increases in the maximum Pell grant of $200 each

academic year, beginning from the point where the 1980 Amendments left off;

2. Provide increases in living allowances for all_students of $100

each academic year;

3. Place a statutory limit of 70 percent on the amount of college

costs that can be covered by a Pell grant;

4. Provide a single needs analysis system for federal student aid

dollars;

5. Provide ways to improve the federal student aid delivery

System;

6. Make part-time students eligible for federal student aid

programs, and
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7. Authorize the forgiveness, on a year for year basis, of student

financial aid granted at the graduate level for those American Indian,

3Iack, Hispanic and female students who have completed their terminal

professional degree and serve on the faculty of an accredited American

university.

At this time I would like to go into these proposals in a little

more detail.

Pell Grants

Mr. Chairman, our recommendation for Pell Grants would begin where

the 1980 Amendments left off. Under the 1980 Amendments the maximum Pell

Grant for academic year 1985-86 should have been $2600. At that level the

percentage of cost limitation for the Pell Grant program would be 70

percent. Our recommendation would provide a $2600 Pell Grant, not to

exceed 70 percent of cost, for the academic year 1986-87. For each

successive academic year the maximum Pell Grant would increase by S200, so

that by academic year 1990-1991 the maximum would be $3400. With the cost

of college at the levels they are these days, Mr. Chairman, a $3400 Pell

Grant for academic year 1990-91 does not seem unreasonable.

This year Congresc has already approved a Pell Grant of $2100 with a

60 percent cost-of-attendance limitation. And Congress has not yet

determined its appropriations for Fiscal Year 1986. We do not think it is

unreasonable to begin with the first year of reauthorization with a maximum

grant of $2600. We think that it is budget sensitive and that it reflects

a recognition of the needs of low-income students throughout this nation.

The value of the Pell Grant has been seriously eroded in recent years.

Inflation and the fact that increases in the maximum grant have not

followed the 1980 timetable have caused the Pell award to be worth less

51-473 0 86 2
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today than it was several years ago. Providing Pell with the modest

increases AASCU recommends will restore much of the purchasing power that

Pell once had. We think that is an important action for Congress to take.

We would also cap the cost-of-attendance limitation at 70 percent.

We are sensitive to the argument that no student should be able to have 100

percent of cost covered by the Pell Grant program. The twin limitations of

the cost-of-attendance cap and a maximum grant ceiling will insure that no

student can get 100 percent of cost covered by Pell. Nevertheless, we

believe this recommendation will be a giant step toward providing the

foundation of access to higher education which was the original Pell Grant

intention.

There is one other aspect of our Pell Grant proposal that should be

emphasized. The 1980 Amendments allowed institutions to have a great deal

of flexibility in determining cost of atten.".ance allowances.

Unfortunately, this provision of the amendments has been limited by

subsequent congres'sional actions and by administrative regulations.

Because of this, living allowances for students who reside at home with

their parents and for all other students have been kept ur,,,nlistically

low. Our proposal would establish for academic year 1986-87 an allowance

of $1800 for students without dependents who reside at home with their

parents, and a $2600 allowance for all other students. These allowances

would increase $100 each academic year, thereby insuring that rising living

costs are reflected in the allowance.

Mr. Chairman, the changes that we propose in the Pell Grant program

build upon the historical commitment made in the 1980 Education Amendments

and would provide significant and much needed increases in the Pell

program to enable it to insure more effectively that low income individuals

will have access to postsecondary education. These recommended changes
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deviate very little from existing law. In fact, if the Pell Grant had been

funded according to the 1980 Education Amendments, reauthorization would

begin exactly where these proposed recommendations begin. I recognize that

otner sectors of the higher education community have made proposals

concerning the Pell Grant program. For your information, I have attached

to this testimony a chart comparing the impact of these various proposals

on families at different itd levels attending different kinds of

educational institutions nationally, and different kinds of institutions in

my home state of California.

In developing our recommended proposals AASCU looked at a number of

alternatives to the existing Pell Grant program and examined their impacts.

We believe that our proposal is the best of all these alternatives. It

does not eliminate a significant numb& of middle income studEnts from the

program, and it retains the essential structure of the Pell Grant program

that has existed since its inception ifi 1972. I think it is apppropriate

to point out at this time, Mr. Chairma0, that although this program was

greeted with some skepticism during its creation in 1972, it now has been

accepted universally as a program that is the true foundation of our

federal commitment to student assistance. And it is a program that is

working well, and that but for a little additional funding could work even

better. As the old maxim goes Mr. Chairman, "if it isn't broken don't fix

it." We do not think that the current Pell Grant program is broken. Our

proposals will simply make it work a little more effectively.

Single Needs Analysis

AASCU also believes that a single needs analysis system for federal

student aid programs should be incorporated into the Higher Education Act.

Such a system was envisioned in the 1980 Amendments, but it was not
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implemented. We applaud the proposal by the National Student Aid Coalition

to create such a single needs system. We believe that the decision as to

how taxpayers dollars will be distributed should be made by representatives

elected by taxpayers. Too often the current system, which has bureaucratic

decision making deciding this distribution, has not served the needs of

truly needy students. Congress should be making decisions on needs

analysis. AASCU urges this subcommittee to include a single system of

determining need for federal student aid in the Higher Education Act.

In developing such a single needs analysis system several factors

ought to be included.

First, independent studlnts with dependents should have their income

treated in the same way as studefits from dependent families. AASCU

recognizes that this committee included this provision in the lgso

Amendments. Unfortunately, it has never been implemented. We hope that its

inclusion will be contained in this reauthorization bill, and that it

finally will be implemented. There is no sound reason for treating

independent students with dependents differently than students from

dependent families. Their incomes and assets should be assessed in exactly

the same manner.

Second, in the area of independent students, we think a new

dOinition for financial independency has to be included in this

reauthorization bill. We applaud the efforts of the National Association

of Student Financial Aid Administrators (NASFAA) in trying to develop a new

definition. And, in principle, we support the definition that has been

submitted to you by the American Council on Education and others. We have

one major difference however, and that is that we believe that financial

information should not be required of students who are twenty-two years of
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age or older by January 1st of the award year. For too long we have been

constructing student aid policy on the concept that students are eighteen

to twenty-one years of age. As previous witnesses have testified, a whole

new generation of students is attending college these days, and the old

assumptions are denying them assistance. Policies based on a

misconception have to be corrected. By declaring students to be

independent when they reach 22, we will be taking a giant step in

recognition of the new--broader ranged in age-- generation of college

students. We also agree that graduate students and professional students

should be declared independent immediately upon admission to those schools.

Otherwise, we support the remaining proposed definition which would in

effect declare independent anyone who is a ward of the Court or an orphan,

married, has dependents, or is a veteran of the Armed Services.

Third, returning to needs analysis, Mr. Chairman, there are several

specific recommendations that we would like to suggest. On the whole AASCU

supports the recommendations in this area which have been made by the

American Council on Education and the the National Student Aid Coalition.

However, we do differ on several points. With specific reference to

Section 482 of the Higher Education Act, we believe that in defining

effective family income, public assistance payments and child support

payments should be excluded in determining a family's ability to pay for a

college education. In that same section, in determining the amount of

assets that are counted in arriving at a family's ability to pay, we would

exclude equity in a family's home from the computation of assets. And in

recognition of the fact that many students and their families might not own

a home, we would deduct an asset reserve of $25,000 for such students.

Again in Section 482 AASCU would also add several new allowances to

39



34

be used in determining the cost of attendance. First, AASCU would provide

an allowance for dependent care expenses recognizing that such expenses are

important to a student who might not otherwise be able to pursue an

education because of their responsibilities for dependents. Second, we

would provide a transportation allowance for coPmuting students,

recognizing that often times the cost of commuting to and from classes can

be a deterrent to a student's desire to pursue a college education. We

know that these recommendations have been supported by the Coalition for

Aid to Part-Time Students. And AASCU is pleased to be part of that

Coalition. And third, in recognition that there are often contradictions

betWeen student aid eligibility policies and the eligibility policies for

other domestic assistance programs, AASCU would urge you to try to find a

way to prohibit the counting of federal student aid as income or as a

resource for eligibility purposes for other federal programs. The

subcommittee has been provided with some language which, if adopted, will

carry out this goal.

Student Aid Delivery

AASCU also have made several recommendations in the area of student

financial aid delivery:

*We endorse the master calendar proposal advanced by the

National Student Aid Coalition and the National Commission on Student

Financial Assistance. Such a statutory timetable is necessary for the

orderly delivery of student aid funds.

*We also endorse the National Student Aid Coalition's proposal

for student aid information and counseling. Such a proposal is greatly

needed, since lack of information about student aid programs is often the

major deterrent in the decision to attend college made by an individual

from a low income family.
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*We also believe that Section 483 of the Higher Education Act

should be rewritten so th5t it is absolutely clear that students and

parents are not to be charged a fee in applying for federal financial

assistance. AASCU thought that this matter was resolved by the 1980

amendments. Unfortunately, it appears that this problem has not been

resolved and we urge that it be resolved by this reauthorization

legislation.

*Finally, in the area of delivery, we endorse the proposal to

create a National Advisory Committee on Student Financial Assistance. We

thk such a committee is needed to advise the Congress on various issues

conce-ning the timely delivery of student aid and the impact that student

aid policies are having on students. We recognize and applaud the role

Congress has played in recent years to make sure that the student financial

aid system works as well as it does. Congress has sought to assure that

the system wz77,-rr, in a timely manner. We hope Congress continues this

direction. That is why AASCU endorses the establishment of this advisory

committee. Such a committee rightfully belongs as an advisory committee to

Congress. Continuing Congressional concern and involvement in the area of

student financial aid policy are essential if that policy is going to work.

Part-Time Students

The AASCU recommendations also address another important area, and

that is aid to part-time students. In order to be eligible for student

financial aid, Section 484 of the Higher Education Act requires that a

student be carrying at least one-half the normal full time workload for the

course of study the student is pursuing. This requirement should be

eliminated, thus making less than half-time students eligible for student
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aid. We believe that this one step would go a long way tow-ards guaranteeing

educational opportunities for growing segments of our nation, and it would

open the door to education to students who still find finances to be a

barrier to such an opportunity. By making less tfra- talf-time students

eligible, we would still require that they the same needs

analysis as other students, and they would still ;-.ave to meet the

requirements of satisfactory progress that sll other students have to me7.1t.

All we will be doing is making the benefits of student financial aid

available to all students. We do not believe this would be a difficult

step to implement, but we do think that such a change could make a major

difference in the lives and aspirations of millions of our citizens.

Forgiveable Loan Program to Increase the Number of Minority and Female

Faculty

America's colleges and universities still face a major gap in having

sufficient numN,rs of educated minority and female professionals to staff

their classrooms and laboratories. Currently twenty-five percent of all

students in United States public schools are minorities. In my home state

of California, minorities comprise forty-three percent of all public school

students, and one-half of all students at the Elementary level. Yet in

terms of representat;on in our -i7ation's faculties, the picture is a dismal

one.

For Blacks and Hisoanics, although high school graduation rates are

increasing, college going rates are declining. And the minority rate of

part'cipation at the college post graduate level is no different.

Doctorates earned by minority students are concen'aatsd in the field of

edacation. In 1981 :flacks received only 4.2 percent of the Ph.D's awarded.

By field, black students receiving Ph.D's ranged from less than one percent

in physics and eartn sciences to 8.8 ;ert:ent in edtcation. Hispanics
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received about 1.3 percent of all doctorates during that same period, which

according to field of study, ranged from less than one-nalf of one percent

of all degrees in engineering to 1.4 percent of the degrees in the arts and

humanities.

The picture for women nas improved somewhat in the past few years,

but more progress is needed. Women comprised 27 percent of all full-time

faculty nationwide in 1981. In that same year, women earned 31.8 percent

of doctoral degrees.

Mr. Chairman, we need to attract more of our able minorities and

women to col74ge faculty positions than we are doing today. According to

the report on graduate education in America submitted by the National

Commission on Student Financial Assistance, a major reason for not

attracting such students is the cost of graduate education, and the growing

loan burdens students are accumulating to meet those costs. The program of

loan forgiveness AASCU proposes today is a modest step towards addressing a

major problem. But it is an important first step, and one that will reap

tremendous benefits.

These are the highlights of the A4SCU proposals. In addition, I

have attached this testimony several studies which our association has

co,mleted ovel past year which indicates some disturbing trends taking

place in this nation. Minority college enrollments are declining, even

though the number of minority students graduating from high school has been

increasing. Some of the changes which have been recommended in student

financial aid policy, particularly the change in the percentage of cost

limitation, can help many of these minority students attend college. We

have also found that there has been a decrease in low-income and minority

students attending public institutions and receiving student aid. That
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study is attached for your consideration. We hope that this is not an

irreversible trend and that this direc:ion can oe altered with the proper

funding of student aid programs and with some of the changes that we have

recommended, particularly the change in Pell percentage of cost and

part-time stJdent eligibility. Concerning half-cost, this committee

recommended a change in that provision in the 1980 Amendments. For the

first time, the FY 1985 Appropriations Act has made tne mandated change.

We think that such a change is historic and significant and will go a long

way toward eliminating the barriers to higher education which have blocked

access for so many low income students.

As always, AASCU stands ready to work with this committee and its

staff as it develops proposals in this vital area of our national life. We

commend this committee for the leadership it has exerted in the past, and

we are confident that it will continue to exert that very positive

leadership in the future. Nothing can be more important than providing the

legislative framework so that Americans across this land can develop their

human potential through access to higher education. Thank you.
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Executive Summary

This study provides informatiy.n on Onanges in the

participation of black and Hispanic stue'lmts in postsecondary

education between 1978 and 1983. Racial and ethnic status often

has not been examined in studies sucn os this one for lack of

reliable data on minority students. Althcngh that situation is
improving, the results of this study snocld be taken as
suggestive. The purpose of the paper in to describe both the

changes in college participation rates-2nd in receipt of student
aid by different student populations. The prfimary information

sources used here are the October Current Population Surveys

(CPS) and the Freshman Norms survey of tile Cooperative Institu-

tional Research Program (CIRP).

The major findings of this study are;

On the minority population,

The black and Hispanic pfopnrtion of the total
population will be greater than 25 percent in the year
2020, compared to less than 20 percent in 1980.

Growth in median income of black and Hispanic families
has not kept pace wit6 growth in median white family
income. On this measure, black and Hispanic families
were poorer in 1982, rtlative to whites, than they were
in 1972.

On the postsecondary educeti6m enrollment of black and
Hispanic students.

- Of all Hispanic studente.,. 54.2 percent are enrolled in
two-year public schools.

- Of all black students, 41.1 percent are enrolled in
two-year public schools.

- Only 35.3 percent of white students are enrolled in
two-year public schools.

- White students receive a disproportionate share of
degrees granted, although black and Hispanic students
gained a slightly greater share of degrees in 1981 than
they had in 1976.
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on meeting the costs of college,

Black and Hispanic students use more financial aid per
student than do white students, but the differences are
becoming smaller as white students use more aid.

- White students met 13.3 percent more of their costs
using departmental aid in 1983 than in 1978, while
black and Hispanic students met 6.4 and 4.5 percent
more of their costs, respectively.

- The Department of Education provided 73.4 percent of
all aid in 1983, compared to 61.0 percent in 1978.

The current net price of postsecondary education, i.e.,
the out-of-pocket family contribution, increased by
11.8 percent between 1978 and 1983, after adjustment
for inflation.

Hispanic families saw their current net price increase
by 21.5 percent; white families, by 12.2 percent; and
black families, by 0.9 percent between 197B and 1983.

on participation in postsecondary education,

- Overall, the participation rate in postsecondary
education increased by 5.3 percent between 1978 and
1982. Among the college-eligible pmpulbtion aged
18-24, 28.4 percent were enrolled in 1978 and 29.9
percent in 1982. Dependent individuals were slightly
less likely to be in school in 1982 and independent
individuals were more likely to be enrolled.

- Dependent individuals from families with income under
$20,000 (inflation-adjusted) were less likely to be
enrolled in 1982 than they were in 1978. Enrollment of
dependent individuals with family income above $20,000
increased between the two years.

These findings suggest that it is more difficult econo-

mically to enroll in college now than it was in 1978. Lower-

income families, among whom are a disproportionate share of

minority students, lost resources during this period both in the

form of family income and in student aid dollars. They became

less likely to send their children to college. Higher-income

families became more likely to send their children to two-year

public schools, the lowest-cost institutions, than to more

expensive schools. Thus, there is indication of trading down

among students, f.rom more expensive to less expensive schools and

from less expensive schools to non-enrollment.
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1.0 INTRODUCTION

The Paper examines changes in minority
collegiate enrollment and participation
in student aid. The availability of
resources to pay for college is an im
portant determinant in whether people
attend college.

The purpose of this paper is to describe some of the

enrollment patterns of the black and Hispanic population in

colleges and universities. Particular attention will be paid to
the way in which college costs are financed. Because minority

populations in this country are more likely to be lowincome and

thus lag behind the majority population in income, student

financial assistance is a critical factor in financing the costs
of their attending postsecondary institutions.

Although minority enrollment rates have increased over the

last three decades, in recent years they have stabilized below the

majority enrollment rate. There is'evidence that enrollment rates

for the lowestincome minority groups have declined since the
mid-1970's. Recent economic problems, including inflation and

unemployment, have had the greatest negative impact on the poorest

members of the population. The poor are poorer today than they

were in the mid-1970's and there are more of them. Median family

income dropped by 12.6 percent between 1978 and 1982, after

adjustment for inflation.

Federal and state programs of student financial assistance

hw:a not kept up with the increasing cost of college attendance.

Many of the programs instituted in the 1960s and early 1970s, as

part of the national commitment to rectify historical neglect of

minorities, have not received enough increases in funding to

assure that the maximum student aid grants are adequate to pay

today's costs at the same rate as was the case when the programs

were instituted. For example, the Pell program would need to

provide a maximum grant of approximately $3,000 today to equal the

purchasing power of the $1,600 maximum grant available 1974. Over

the last decade, colleges have had to increase tuition and fee

charges to keep up with inflation. Public colleges increased
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these charges by 94 percent between 1973-74 and 19132-133. During
the same time period, private college costs increased 119 percent
(NCES,.19134). As a result, an increasingly poorer population has

faced steadily higher costs of education with shrinking amounts of
aid. The loss of Social Security benefits and the decline in

eligibility for veteran student benefits have had a significant
impact on minorities who make up a disproportionate share of
recipients relative to their share of the population. It is to be
expected that under these conditions enrollment of minorities in

college will not continue to expand and may even decline.

The importance of student aid for minority and lower-income

students was stressed at a policy seminar titled "Who Gets Student
Aid" (American Council on Education, 1994). Evidence presented at
the seminar suggests that the proportion of minority students
receiving federal aid at public schools declined between 1981-1982
and 1983-1984.

The availability of student aid may be the critical factor in
whether an individual enrolls in college, but it is not the only
determinant. Terkla and Jackson (1984, p. 4} identify the basic

criteria in the college-going choice question as "a combination of
students aspirations, academic achievement, and the assessment of
the availability of resources..." So, while this study focuses on

the resources minority students use to pay for college, no claim
is made that student aid is the sole determinant for college-going
behavior.

This paper first reviews some of the characteristics of the

minority population in the nation, including enrollment in
college. It then describes the way minority students finance

their educational costs. Two measures of equity are used to

evaluate the fairness of current student financial assistance
programs. The indications are that the programs are less

equitable now than they were in the mid-1970's.
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2.0 DEMOGRAPHIC AND SOCIOECONOMIC FACTORS

Members of all minority groups will
comprise more than 30 percent of the
U.S. population in the year 2020 (1980

19.1 percent). Black and Hispanic
families are falling further behind
white families according to a number
of economic measures. While white in-
dividuals are as likely to attend college
now as in the mid-1970's, black and
Hispanic participation has fallen off.
Once enrolled in college, black and
Hispanic students are less likely to
receive degrees than are white students.

In 1980, black and Hispanic Americans constituted 18.1

percent of the total population. More significantly, however,
while the total population increased by approximately 50 percent
between 1950 and 1980, the Hispanic population grew by 255
percent. Over the same time period, the number of black Americans

increased by more than 150 percent (Cary, et. al., 1983, p.8).

The rapid growth of both black and Hispanic populations in the

U.S. is likely to continue through the beginning of the next
century. Table 1 presents population projections (numbers and

percent of totals) of white and minority groups out to the years
2000 and 2020. By 2020, between 25.4 and 28.7 percent of the

population will be either black or Hispanic, depending on annual
net immigration. In contrast, the percent of the population which

is non-Hispanic white is shown as declining between 1980 and 2020
from 79.9 percent to 69.5 percent (with low immigration) or 64.9
percent (with high immigration).

Black and Hispanic Americans are younger than white Ameri-
cans. Data from the 1980 Census of the Population show that the

median age for white Americans was 31.3 years, for black Americans
24.9 years, and for Hispanic Americans 22.1 years. In the years
ahead, the number of black and Hispanic individuals of college age

will grow faster than the number of white individuals.

The minority population is not evenly distributed geographi-
cally. The largest number of black Americans reside in the South,

with a greater Hispanic concentration in the South and West.
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TABLE 1

U.S. POPULATION 1980 AND AS PROJECTED FOR 2000 and 2020

1980 2000
Number Percent Number Percent

Croups (mil.) of Total (mil.) of Total

2020
Number Percent
(mil.) of Total

Annual Net Immigration 500,000

Total U.S.
Population 226.5 100.0 267.4 100.1 2?1.5 100.0

White 181.0 79.9 198.9 74.4 202.7 69.5

Black 26.5 11.7 35.2 13.1 41.7 14.3

Hispanicl 14.6 6.4 23.8 8,9 32.4 11.1

Asian and Other 4.4 2.0 9.5 3.6 14.7 5.0

Annual Net Immigration . 1 million

Total U.S.
Population 279.1 100.0 316.9 100.0.

White 200.3 71.7 205.6 64.9

Black 36.4 11.0 44.4 14.0

ilispaniel 10.3 10.8 46.6 14.7

Asian and Other 12.1 4.3 20,3 6.4

1May he of any race.

Source: Leon r. Bouvier and Cary B. Davis, The Future Racial Composition of the United
States (Washington, D.C.: Demographic Information Services Center of the Population
ffEre-Fince Bureau 1982).
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Twelve states (New York, Pennsylvania, Ohio, Illinois, Michigan,

Virginia, North Carolina, Georgia, Florida, Louisiana, Texas and

California) have over 65 percent of the black population in'the

U.S. Almost 63 percent of Hispanic Americans live in just three

states: New York, California and Texas. Table 13-1 of Appendix B

shows resident population by region and state, based on the 1980

Census.

The Hispanic population is diverse and not easily catego-

rized. A recent study using 1930 data documents the diversity

among Americans of Hispanic heritage. Mexican-Americans have the

lowest proportion of students in college compared to other

Hispanic groups. Cuban-Americans are closer to white Americans in

terms of family income and college attendance. The college

attendance rate of the puerto Rican-heritage population is higher

than than that for Mexican-Americans, although their family income

is generally lower. The remaining group, a combination of all

other Latinos, tend to have higher family incomes and college

attendance rates (Lee, 1984).

Black and Hispanic families have lost economic power relative

to white families over the last decade. In 1982, the median

incomes of Hispanic and black families, as a percent of white

family income, fell to their lowest point since 1972 (66 percent

and 55 percent, respectively). Figure 1 shows the inflation-

adjusted median income for white, black and Hispanic families.

White family incomes grew faster than did minority family incomes.

Furthermore, a higher proportion of black and Hispanic families

live below the poverty level (See Appendix B, Tables 9-2 and 8-3).

Figure 2 depicts this income picture for 1962, and shows high

concentrations of black and Hispanic Americans in the lower family

income categories. Not evident in the numbers on family income

and proportion of the population in poverty is the fact that black

and Hispanic Americans represent a larger proportion of families

with dependent children and, thus, their income supports more

people than that of white tunilies (American Council on Education,

p. 2).

5 4
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TABLE 8-3

POVERTY RATE OF HISPANIC, BLACK AND WHITE FAMILIES:
1973-1982

Year

Percent of Families
Below Poverty Level

Hispanic Black White

Ratio of Ratio of
Hispanic Black
to White to White

Poverty Rate Poverty Rate

1973 19.8% 28.1% 5.6% 3.0 4.2
1974 21.2 26.9 6.8 3.1 3.9
1975 25.1 27.1 7.7 3.3 3.5
1976 23.1 27.9 7.1 3.3 3.9
1977 21.4 28.2 7.0 3.1 4.0
1978 20.4 27.5 6.9 3.0 3.9
1979 20.3 27.8 6.9 2.9 4.0
1980 23.2 28.9 8.0 2.9 3.6
1981 24.0 30.8 8.8 2.7 3.9
1982 27.2 33.0 9.6 2.8 3.4

Source: U.S. Bureau of the Census, Current Population Report,
Series P-60, Nos. 138 and 140.
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TABLE B-4

ENROLLMENT IN INSTITUTIONS OF HIGHER EDUCATION
BY RACIAL AND ETHNIC GROUP AND CONTROL AND TYPE OF INSTITUTION

FALL 1982

and Control
of Institutiru White Black Hispanic].

All Institutions
Number
Percent

Public Universities:
Number
Percent

9,997,117
100.0

1,853,299
18.5

1,101,499
100.0

99,742
9.1

519,250
100.0

44,184
8.5

Private Universities!
Number 596,202 44,565 21,286
Percent 6.0 4.0 4.1

Public Other 4-Year:
Number 2,404,628 320,985 119,960
Percent 24.1 29.1 23.1

Pris,ate Other 4-Year:
1,451,450 147,008 43,239

Pnr:ent 14.5 13.3 8.3

Fut.-ic 2-Year:
,V.mber 3,526,771 452,390 281,502
S-:cent 35.3 41.1 54.2

Private 2 Year:
Number 164,767 36,809 9,079
Percent 1.6 3.3 1.7

Total 2-Year:
Percent 36.9 44.4 55.9

1
MBY 17..0 f APY ;ace.

Smurce! National ZE4pter for Education Statistics, *Unpublished
Statistics (Washingt-00A.O.G.), Table A-21.
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FIGURE 1

MEDIAN FAMILY INCOME IN CONSTANT 1982 DOLLARS
BY RACE AND SPANISH ORIGIN, 1972-1982
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Source: U.S. Bureau of the Census, Statistical Abstract of the United States, 1984,
Table No. 763, P. 463.
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FIGURE 2

MONEY INCOME OF FAMILIESPERCENT DISTRIGUTION BY INCOME LEVEL
BY RACE AND SPANISH ORIGIN
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2.1 PostsecondarrInstitutional Enrollment
While enrollment rates for white individuals were generally

stable over the last decade, there was a significant surge in
black enrollment between 1970 and 1975, a phenomenon generally
attributed to the concurrent expansion of federal programs to
assist minorities and low-income students in gaining access to
institutions'oVti4her education and an increased concern abont
minority achievement in American schools. By 1975, the percent of
black high school. graduates going on to college was almost at the
level of the white population, although black high schoo:
graduation rates continued to be lower (U.S. Department of
Education, 1983, pp. 3-4). Between 1975 and 1981, howevvr,

although the actual number of black students in college increased,
the enrollees ai a mercentage of all college-eligible black
Americans declined slightly from 1975 levels. Similarly, while
the number of Hispanic students going to college between 1975 and
1981 remained steady, these students as a percentage of Hispanic
high school graduates dropped markedly. Table 2 describes the
college enrollment of whites, blacks and Hispanics in the 18-to-24
year old category between 1970 and 1981.

Another important aspect of minority higher education

enrollment is the type of institution in which they are enrolled.
Hispanic ae, black students are concentrated in the two-year
community colleges. By comparison, in 1982 white students were
twice as likely to enter public universities and more likely to
enroll in private universities than were black or Hispanic
students. The significance of these enrollment patterns is found
in the availability of resources which differentiates the four-
year institutions, especially universities, from two-year
community colleges. According to Alexander Astin, more than twice
the number of students in four-year institutions complete a
Bachelor's degree within nine years than do those who begin their
higher education at two-year colleges (Astin, 1982, p. 132). The
enrollment figures by type and control are presented in Table B-4
of Appendix B.



RacIal/Ethnic
Group

and Year

White

TABLE 2

POPULATION, HIGH SCHOOL GRADUATES, AND COLLEGE ENROLLMENT
OF 18-T0-24 YEAR OLDS, BY RACIAL/ETHNIC GROUP:

1970, 1975 AND 1981

High
School

Population Graduates
College

Enrollment

College
Enrollment as
a Percent of
Population

College
Enrollment as
a Percent of
High School
Graduates

Numbers, it. Thousands Percent

1970

1975

1981

Black

1970.-- .

1975..

1981

Hispanic

1970..

1975

1981

19,608

22,703

24,486

2,692

3,213,\.;

3,778-

1.446 t

2,052.

15,960

18,883

20,123

1,602

2,081

2,678

1,144

5,305

6,116

6,549

416

655

750

295

342

27.1

26.9

26.7

15.5

20.4 ...;,,

19.9'

20.4
I..,

16.7

L.

33.2

32.4

32.5

26.0

31.5
I

28.0?

35.51 pi,

29.9/

- Not avallable.

Note: Hispanics may be of any race.

source: U.S. pepartm..nt of Commerce, Current Population Reeorts, "School Enrollment-Social
Vvid-Eeonomic Characteristics of Students,if Series P-20, No5.-2/3, 303, 362. Figures for
1981 from Current Population Reports, Series P-20, No. 373 (Advance Report, October 1981),
tssued February 1983.
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In 1983, the 102 Traditionally Blick institutions (TBI's)

enrolled about one out of five black college students. Nonethe-

less, black enrollment trends during the 1970s and 1980's have

been increasingly away from TBI's into other institutions (U.S.

Department of Education, 1983, pp. 9-11).

2.2 Degree Completion

Another measurement of minority participation in American

higher education is the umber of students who actually complete

degree programs at various levels and in what fields of study.

Table 3 summarizes and compares the graduation rates for white,

black and Hispanic students for 1975-76 and 1980-81 at the

Bachelor's, Master's, Doctorate, and First professional degree

levels. At first perusal, the nUmbers show little change for the

three groups at all degree levels over the six-year period.

Nevertheless, when setting these figures against the rapidly

.growing Hispanic and black college-age pools, they suggest that

these two groups are indeed under-represented at each point of

graduation and-have, in fact, made little or no progress since the

mid-1970's.

This conclusion is confirmed by the National Longitudinal

Study which found that 34 percent of white, 24 percent of black

and 13 percent of Hispanic students who entered college in 1912

received their Bachelor's degree by 1976 (Astin, 1982, p. 40).

The lower retention rates for black and Hispanic students reflect,

in part, a concurrent finding that, for all students, the highest

withdr4Nal rates were in the two-year colleges, where black and

Hispanic students have a high proportional enrollment. Another

determination from the study was that, regardless of racial or

ethnic background, students receiving financial assistance left

college at a lower rate than those receiving no aid (Brown, et.

al., 1980, p. 184).

Finally, from 1980-81 data collected by the U.S. Department

of Education's Office of Civil Rights, the American Council on

Education and the Hispanic Higher Education Coalition, a skewed

pattern of black and Hispanic representation in various selected
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TABLE 3

DEGREES CONFERRED BY INSTITUTIONS OF HIGHER EDUCATION IN THE
50 STATES AND D.C., BY RACIAL/ETHNIC GROUP FOR 1975-76, 1980-81

% of % of
Degree Racial/Ethnic Group 1975-76 Total 1980-81 Total

Bachelor's White 811,599 88.4 804,469 86.4

Black 59,122 6.4 60,533 6.5

Hispanic1 17,964 2.0 21,751 2.3

Other2 29,703 3.2 44,850 4.8

Master's White 262,771 85.0 241,215 82.0

Black 20,345 6.6 17,133 5.8

Hispanicl 5,299 1.7 6,461 2.2

Other 2 20,848 6.7 29,373 10.0

Doctorate Whfte 27,434 81.2 25,908 78.8

Black 1,213 3.6 1,265 3.8

Hispanicl 396 1.2 479 1.5

Other 2 4,744 14.0 5,211 15.9

First
Professional
Degree White 56,332 90.7 64,492 90.0

Black 2,694 4.3 2,929 4.1

Hispanicl 1,079 1.8 1,951 2.7

Other 2 1,980 3.2 2,314 3.2

NOTE: Excludes degrees not reported by racial/ethnic group. More than
99.5 percent of the degrees conferred at each level were reported by
racial/ethnic group.

1May be of any race.

2 Others include American Indian/Alaskan Native, Asian or Pacific
Islander, and Nonresident Aliens.

Source: U.S. Department of Education, Office of Civil Rights, Data on
Earned Degrees Conferred by Institutions of Higher Education by Race,
Ethnicity and Sex, Academic Year 1980-61 and unpublished tabulations.
Special tabulation prepared by the Hispanic Education Coalition for the
American Council on Education.
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fields of study is also evident. Education has the highest
concentration of tlack and Hispanic graduates, while engineering
and the physical sciences are at the lower end of the scale at all
degree levels. This tendency may result, at least in part, to low
levels of academic preparation in mathematics and science at the
high school level (Astin, 1992. PP. 73-741.

2.3 Summary

These trends have important implications for American

postsecondary education and for federal and state policy in this
area. On tte one hand, black and Hispanic Americans are among the
fastest growing and poorest segments of the U.S. population. On

the other hand, their progress toward achieving representation in

postsecondary institutions reflective of their actual numbers has
stalled, if not suffered a setback, since the midli40's.

Minority students continue to be more likely to enroll in less
selective institutions and are less likely to receive a degree if
they do enroll in college.

The continuing problem of lagging minority enrollment can be
explained in part by the failure of federal student assistance
appropriations to keep up with inflation. College costs have
risen more rapidly than maximum student aid grants for the lowest
income groups. This coupled with the increasing number of people

falling below the poverty line has made it doubly difficult for
the poor to attend college. Because such a large proportion of
the U.S. minority population is poor, the combined effects have
made college attendance for minorities more difficult now than was
the case five years ago. The next section examines the question
of student aid in the context of how students pay for their
college education.

6 3
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3.0 PAYING FOR COLLEGE

Families pay over 75 percent of the cost
of college attendance. Between 1978 and
1983, the share paid by student aid de-
clined from 24.6 percent to 23.7 percent.
White students increased their use of
student aid to a greater degree than did
minority students. Student aid paid a
smaller share of costs for hlack students
in 1983 compared to 1978. This may ac-
count in part for the decline in the
probability of college enrollment amang
minorities evident in the data compared
to the stable probability found for white
individuals.

Students use a range of resources to pay the costs of

attending college. These sources include parents, the student's

own income, public assistance and other private sources. A

student's family carries the primary responsibility for meeting

the cost of college attendance. The original purpose cf federal

assistance was to equalize the ability of families to pay for

college by providing a subsidy for the lowest-income families.

Financial aid in the form of grants and loans, in effect, reduces

the price of attendance for those families tiho qualify for the

aid. The principal Department of Education aid programs (Pell,

Supplementary Educational Opportunity Grants; National Direct and

Guaranteed Student Loans; and College Work Study) are designed to

reduce the economic barriers for those families who otherwise

could not afford to send their children to college. The programs

promote equity in the availability of college to everyone.

Federal student aid policy has been undergoing significant

changes over the past few years. The first change has been in

the concentration of programs in the Department of Education.

The demise of Social Security student benefits and the decline in

the number of individuals eligible for veteran's benefits have

resulted in an increased concentration of student aid dollars in

the Department's programs. The second change has been the shift

from grant assistance to self-help (i.e., loan and work)
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assistance. The most significant increase in aid over the last

few years has been in the Guaranteed Student Loan Program. The

third change has been an easing o5 income restrictions for

student aid eligibility. More middleincome students are

eligible for aid now than was the case in the mid-1970's. At the

same time, inflation has eroded the purchasing power of the

maximum grant, which has not been increased appreciably in the

last ten years. This means that lowincome students have

suffered while middleincome students have benefited.

In 1978, $9.3 billion in federal grants went to students.

That amount declined to $4.6 billion in 1983. Federal

appropriations for student loans increased from $2.4 billion in

1978 to $4.3 billion in 1983. There was roughly half as much

grant money and nearly twice as much loan money available to

students in 1983 compared to 1978.

During this period, the real cost of college attendance

increased. Families contributed more and received fewer student

aid dollars relative to the cost of attendance. After adjustment

for inflation, the amount of federal student aid has been

declining since 1980. In 1978, federal grants and federally

guaranteed loans amounted to $15.5 billion (in 1983 dollars). By

1980, this aid equaled $19.6 billion and then declined to an

estimated $13.1 billion for 1983. The amount of federal aid

available in fall 1983 was 15.5 percent less than that available

in 1978.

3.1 Student Aid

Minority families are less likely to be able to pay for a

college education than are majority families. As indicated in in

Section 2.0 of this paper, black and Hispanic families have lower

incomes than do white families. Consequently, black and Hispanic

students must.depend on financial aid to a greater degree than do

white students to finance their college education.

Black and Hispanic students receive more student aid, on

average, than do white students. In the fall t.f 1983, the sum of

grants and loans used by black students averaged 51,854; the

65
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amount used by Hispanic students averaged $1,554: and the amOunt
used by white students averaged 51,260. These values are
presented in Table 4. Since eligibility for most student aid is
based on family income, these data, calculated from responses
made by first-time, full-time freshmen in the annual Freshman
Norms sample of the Cooperative Institutional Research Program
(CISP) (Astin, et. al., 1984), are consistent with the general
pattern of black families having the lowwct average incomes and
Hispanic families having incomes intermcdiate no black and white
families.

The inflation-adjusted trend in student aid per student
since 1978 shows full-time freshmen recoived 6.4 percent more aid
in 1983 than they did in 1978 (Table 4). Aid to white students
increased by 7.9 percent, and to Hispanic students by 6.4
percent. In contras., black student aid decreased by 4.7
percent. The wealthiest population enjoyed the largest

increases, while the poorest had their ald reduced. All sources
of grants and loans ste included in this ana2ysis. The College
Work Study program ie. not included, however, be it is more
properly a subsidy for institutions than for students. Students
must earn this money through work.

The evidence suggests that all students are more dependent
now on financial aid programs managed by the Department of

Education than they were in 1978. In 1978, the DePartment
provided 61.0 percent of all non-family financial assistance. By
1983, the departmental share had increased by 12.4 percent to
73.4 percent. White students reported being 13.3 percent more
dependent on this source of aid, while black and Hispanic
students reported only 6.4 percent and 4.5 percent greater
dependency, respectively. This suggests that white students have
increased their share of Department of Education student aid mf,)re
rapidly than minority students. As a result, the difference
dependency between white and black students, the highest- and

lowest-income students, decreased between 1978 and 1983.

In general, the share of ef;dent aid provided by the

Department of Education was higher at lower-cost schools than at

66
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TABLE 4

ADJUSTED STUDENT AID
BY RACE, HISPANIC AND TYPE AND CONTROL

1978, 1983

All Schools

1978 1983
Change

1978-1983

White $1,168 $1,260 + 7.9%

Black 1,945 1,854 - 4.7

Hispanic 1,464 1,554 + 6.1

Total 1,238 1,317 + 6.4

2-Year Public

White 943 967 + 2.5

Black 1,074 1,125 + 4.7

Hispanic 870 752 -13.6

Total 950 968 + 1.9

4-Year Public

White 878 934 + 6.4

Black 1,779 1,654 - 7.0

Hispanic 1,2"'.., 1,301 + 2.0

Totol 97Y 1,026 + 5.8

All Private

White 2,032 2,348 +15.6

Black 2.344 2,790 - 1.9

HiN;a0i.c 3,230 3,092 - 4.5

Tottll 2,147 2,421 +12.8

Source: CIRP; 1978, 1983

51-473 0 86 3 6 7
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higher-cost schools. Two-year schools were least able to provide

institutional aid. Almost 80 percent of the aid used by two-year

public school students came from the Department. Approximately

65 percent of the aid used at private schools came from

departmental programs.

The income tests used in determining eligibility for student

aid ensure that lower-income students, generally those with the

greater need, receive more assistance than do higher-income

students. The data confirm the greater dependence of lower-

income students on student aid. That white students increased

their proportionate utilization of student aid while black

students decreased tIleir usage suggests that student aid programs

were less equitable in 1983 than they were in 1978. Expansion of

departmental program eligibility to higher-income students

without a corresponding increase in funding and raising of

maximum award size has diluted the capacity of these programs to

maintain the level of support lower-income students received

prior t, the eligibility changes.

3.2 Current Net Price

Department of Education aid is provided as means of

encouraging the offspring of lower-income families to attend

college. That aid should reduce the economic burden on these

families.

One way to assess the equity of federal student aid and

programs is to note changes in the current net price faced by

families. Current net price is the cost of college to the family

after the price has been reduced through use of grants or loans,

that is, the family contribution. In short, it is the current

out-of-pocket cost of sending an offspring to college. Equity is

achieved when lower-income families pay proportionately less than

do higher-income families to send their children to college.

Public funds replace the support which i3 not available from the

family.

Increases have been evident across the board: in cost, aid

and family contribution. Cost has increased the most, followed
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by family contribution. Aid has increased the least. CIRP data

for 1978 and 1983 indicate that the families of white students

contributed more to their children's education than did Hispanic

families, who, in turn, contributed more than did black families.

This find:ng is reflected in Table 5. Again, as in the case of

financial aid, this is the expected result based on the general

income distribution of the three groups.

However, .it,-shauld be noted that the increase in the amount

contributed by families between 1978 and 1983 exceeded the

increase in the average financial aid award. Thus, while the

amount of aid incteased by 6.4 percent, family contribution

increased by 11.8 percent. In 1978, families contributed an

average of $3,793 (expressed in 1983 dollars). By 1983, thcy

contributed $4,240. The contribution of black families remained

unchanged ($3,255 in 1978, $3,283 in 1983). The average

contribution of white families increased by 12.2 percent from

$3,847 to $4,317 between the two years. The contribution of

Hispanic families grew by the largest amount, from 53,337 to

$4,056, up 21.5 percent between 1978 and 1983.

With student aid and family contribution increasing between

1978 and 1983, albeit at different rates, the average cost of

education rose by 10.5 percent, from an inflationeAusted $5,031

in 1978 to $5,557 in 1983. Hispanic students experienced the

largest cost increase (+16.5 percent) , while black students

experienced little change (-1.2 percent). Costs for white

students were up by 11.2 percent.

The cost of college after student aid (i.e., net price)

increased nearly 12 percent between 1978 and 1983 (afte:

correction for inflationsee Table 5). Hispanic students

experienced the largest increase and black students, the

smallest. Hispanic students are going to maze expensive schools,

on average, while black institutional enrollment trends are

changing very little. White students are attending higher cost

schools than either of the minority grour4. These findings

suggest that college choice has improved frt. white 4nd Hispanic

students, but there has been little change in choice of
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TABLE 5

All Schools

ADJUSTED CURRENT NET PRICE
BY RACE, HISPANIC AND TYPE AND CONTROL

1978, 1983

1978 1983
Change

1978-1983

White $3,847 54,317 +12.2%

Black 3,255 3,283 + 0.9

Hispanic 3,337 4,056 +21.5

Total 3,793 4,240

2-Year Public

White 2,892 3.197 +20.9

Black 2,722 2,865 + 5.3

Hispanic 2,910 2,780 - 4.5

Total 2,882 3,452 +19.8

4-Year Public

White 3,577 3,715 + 3.9

Black 2,657 2,722 + 2.4

Hispanic 2,976 3,610 +21.3

Total 3,478 3,595 + 3.4

All Private

White 5,438 6,223 +14.4

Black 4,487 4,475 - 0.3

Hispanic 4,224 5,473 +29.6
Total 5,309 6,072 +14.4

Source; CIRP; 1978, 1983
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institutions for black students, who tend to have the lowest
family income among the three groups.

The shifting patterns of student aid heve resulted in

increased assistance to white and Hispanic students and reduced
aid to black students. This shift is due to increasing relianee

on loan assistance by middleincome students with little increase
in funds for g_.,t assistance which benefits the lowestincome

students. The relative income of the three groups is the basic
explanation for these Outcomes. One possible effect of this
policy has been to enable white and Hispanic students to attend

more expensive schools, while black students have not had the
same options to do so.

3.3 Participation Rates

Higherincome families have always been more likely to send
their offspring to college than have lowerincome families. It

is expected that if the cost of college attendance is reduced by
student aid, there should be an increase in the proportion of the
collegeeligible population going to college. If, on the other
hand, the currer,,t net price of education rises, fewer families

should be able to send their children to college. This notion
may be tested through analysis of collegegoing participation

rates. The participation rate is the ratio of those individuals
who are attending college over their corresponding college

eligible subpopulation. Equity is achieved when lowerincome

individuals enroll in college in proportions similar to the
enrollment rate of higherincome individuals. The Census
Bureau's October Current Population Survey (CPS) is the source
for the participation rate data. The picture that emerges from

the CPS data confirms the prevlously suggested notion that it is

more difficult economically to go to college now than it was in
1978.

Table 6 reports the proportion of eligible individuals, aged

18-24, who attended college in 1978 and 1982 on an FTE basis.

Because of constraints in the data, it is not possible to report

the participation rates for older age groups at this time.
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TABLE 6

FTE PARTICIPATION BATES FoR OBPOPULATIUNS

proTe:::::)BY

FOR THE COLLEGE-SLIO19LE ACE 18-24 POPULATION
BY FAMILY TYPE CONTROL

1978, 1962

All $01.010

27.4

131112

009.99
1,77.47

4.5

.1=1

77.7

/LAMA

22.)25.11
ram117 loom.
under 410.000

$20,000-$111.11,11 74.11 72.0 -17.0 77.7 72.2

$20.002-$21.000 34.2 74.11 2.0 74.5 30.)

1711,002-014A MS 51.0 4.0 44.7 44.11

..012 pm...don 47.2 42.0 - 0.7 75.4 71.0

Indegoodast. 20.0 12.5 *14.7 17.4 10.1

21.1 70.1 7.2 27.7 24.0

A4 2.444. 11.11 1.2 ,24.1 1.4 0.0

At. 2-VeAr 14011, 15.0 15.7 4.7 15.5 13.4

At 1111 11.11.4141 7.7 7.2 . 1.4 5.7 5.11

Source: CPS; 1978, 1982.

.

0206462e

$ Change
7979-19

272:Ltf.

$ Change
121!

27.5

ill!

24.7

1070

30.3 75.2

117,-,,

-16.1017.4

34.2 24.11 -31.1 36.0 77.1 - 6.6

32.7 12.0 1.1 36.3 77.7 2.4

47.4 40.4 411.1 51.7 7.4

31.4 21.2 -3.1 41.7 - 1.7
12.3 11.7 11.4 17.11 *12.7

21.7 27.1 I0.1 24.4 20.0 0.7

1.7 O., 73.11 11.0 7.0 *20.0

10.1 0.5 -5.0 25.3 15.7 3.4

4.1 4.5 LS 7.1 7.1
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Participation rates generally increase as family income
increases. Approximately half of the individnpls from families

with income over $30,080 attend college. 4WIV a quarter to a
third of the individuals from familis,e "i4/11 'tl9A00 attend

college. Overall, there was little ,1,.,;-./?;-:x 446 Spraticipation ratus

between the two years. In 1978, 28...; :i.4;eseNV. of high school

graduates who had not graduated from cItA e were attending the

first four years of college. The proportion increased to 29.9

Percent by 1982.

However, the disparity in participation rates between

higher- and lower-income groups was more pronounced in 1982 than

it tiSs in 1978. Families with under-820,000 incomes were less

likely to send their children to college in 1982 than in 1978,

while higher-income families became more likely to send their

children to college.

In 1982, white individuals aged 18-24 were more likely to be

in college than was the case in 1978. A similar trend exists for
Hispanic individuals over this period. Black participation

. rates, however, actually declined between 1978 and 1982. /n

1982, the least likely to be in college were Hispanic

individuals, with the probability for black enrollment slightly
highor. White individuals continued to be the most likely to go

to college.

Among the population aged 18-24 who were dependent on their

parents for financial support, a slightly lower proportion were

enrolled in 1982 than were enrolled in 1978. That is, 41.7
Percent of the college-eligible population aged 18-24 was

enrolled in 1982, a 1.7 percent decline from the 42.4 percent who

were enrolled in 1978. Participation rates of the non-minority

population changed little over the period, from 43.2 percent to
42.9 percent. Hispanic participation rates declined from 31.6
percent to 31.2 percent. Black participation rates dropped most

sharply from 35.6 percent to 31.5 percent.

Enrollment of independent individuals aged 18-24 increased

12.3 percent between 1978 and 1982. This percentage rise is
accounted for by the increase in white independent students, as
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the enrollment of both Hispanic and black iniependent individuals

declined between these years.

It is helpful to compare participation rates by three

institutional sectors: twoyear public, private, and public

fouryear schools. There was a strong increase in the participa

tion rates of students going to twoyear public schools between

1978 and 1982. In contrast, the proportion of students attending

private colleges did not change. At the same time, there was a

modest increase in the proportion of students going to fou ryear

public colleges. Since 1978, most of the relative growth in

student enrollment has been the lowest cost, public twoYear

sector.

These participation rate findings are consistent with the

results obtained from the analysis of how college costs are met.

The data show a greater family financial burden associated with

college attendance in 1983 than in 1978. This burden was

relatively greater for minority families than for white families.

The participation rate data for dependent individuals, who more

closely resemble the firsttime, fulltime freshmen respondents

in the C/Ap data, Indicate that a smaller proportion of this

subpopulation attended college in 1982 than in 1978, with the

biggest serlines evident among the generally lowerincome

minority grouPs. While there are many reasons for going or not

.going to college, this analysis is consistent with the purely

economic argument that a college education is becoming more

expensive and that lowerincome individuals, among whom the black

and Hispanic collegeeligible population is concentrated, need

more financial and educational assistance to overcome the

barriers to a college education.

7 4
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4.0 CONCLUSION

This study suggests enrollment in
college was more difficult to achieve
in 1983 than in 1978. Further re-
search is necessary to determine if
students are trading down from more
to less expensive schools and from
enrollment to non-enrollment. That
appears to be the most logical ex-
planation from results obtained here
on the increasing family burden,
shrinking contribution of student aid
and the decreasing probability of
enrollment for lower-income students.
The apparent decline in equity in
the distribution of student Lad may
be keeping minority members of the
population from being able to attend
college.

The evidence that is presented in this paper is consistent

with the hypothesis that lower-income students are finding it

more difficult to attend college. Costs of attendance are

increasing even after student aid is taken into consideration.

Student aid going to the lowest-income groups :n our society has

not kept pace with inflation. Assistance going to middlt-Luzez

students has increased.

The result appears to be that individualo; are nx.i.re likely to

go to lower-cost schools, reflected by the. ii.vrease in the

enrollment share going to two-year public schris. The other and

perhaps more distressing conclusion is that the lowest-inCome

groups im the U.S. are less likely to go to college now than in

1978. The erosion of participation rates is moLt netleeable- fa.

the black population, the group with the lowest meltan income of

the three groups analyzed here.

As black college participation rates have declined,

Hispanic participation rates have increased. Even though tht

Hispanic college-going rate still lags behind the black

rate, the difference is only slightly more than one percent.

There has been an increa.7e in Hispanic enrollment in both
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two-year and four-year schools, while black particitmtion rates

have declined in all sectors.

The groups showing an increase in participation rates are

those students from families with over-S30,808 annual income and

independent students. In both cases, the increase is accounted

for by increases among .7tite students, which offset the declines

among Hispanic and blic ,Atudents.

There appears to El, less equity today than there was in

1978. Students from higher-income families are more likely to go

to college than they were in 1978 and students from lower-income

families are less likely to attend.

The changes in participation rates are only partially

attributable to federal student mil policy. The residual effect
of inflation followed by unemployment-reduced income, especially

for lower-income groups, is another factor. Not analyzed here

are other factors that influence the ccllege-going decision.

However, given the increasing proportion of minorities in the

college-age group, minority enrollment would have to increase

just to sustain a constant participation rate.

The evidence points to the need for increasing student

financial assistance, especially grant aid, aimed at the

lowest-income population. This renewal of the nation's

commitment ta help provide acc4isS to college for the poor looms

as an increasingly important goal as the young minority

population becomes a more significant factor in hmerica's future.
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APPENDIX A

STUDENT AID ANALYSIS METHODOLOGY

This appendix provides greater detail on the data sources

and methodology used in Section 3.0 of this study.

Data Sources

The Cooperative Institutional Research Program (CIRP) of

UCLA annually samples first-time, full-time freshmen to

determine, among other questions, their sources of support. ThiU

survey is the only means available for assessing this question.

Unfortunately, CIBP data require caveful interpretation because

of methodological limitations of the survey. Except for the case

of the traditionally black schools, no attempt is made to weight

the sample by the minority status of respondents. Secondly, a

low participation rate in CIRP by two-year colleges results it

respontes from these schools being weighted rather heavily.

Furthermore, Hispanic-origin students are represented in the

survey only by those who claim Puerto Rican or Mexican heritage.

Other Hispanic-origin students are grouped with Asian and other

heritage students. There is great diversity within this

population. The cumulative effect of these limitations is

under-representation of black students, and more significantly,

Hispanic students in CIRP. Consequently, the data reported here

are presented only as an indication of how minority students pay

for college. More definitive research is needed on this

question.

Data on the proportion of college-eligible individuals who

attend college by family income level and origin are available

from the October surveys of the Census Bureau. Believed to be

more reliable as a source of information on minority students

than CIBP, the Census October survey tends to undercount

enrollment et two-year schools. This is more applicable for

earlier years than for more recent years. However, the

proportions of individuals reported here appear to be consistent

with information collected by other means. The analyses

78



conducted on how students pay for college and the proportions of
various subpopulations enrolled in college attempt to minimize
the effects of these limitations.

Methodology

Students report in CIRP the support they receive from lS
different sourcest. These include own savings, in-school earnings
(including CWS), spouses, federal, state, institutional and
private (non-family) funds. Students also specify an amount as
being the family contribution.

The family contribution amount reported by students is

considered the least reliable figure. Much of a family's
contribution to the cost of college may be an in-kind contribu-
tion, e.g., housing, food, clothing. Students are least likely
to be able to judge the value of the family contribution. They
are more likely to know what they have earned and saved. In

addition, student aid is a subject of correspondence, making it
likely that the student will know the amounts involved. No such
corroboration exists for the family contribution amount.

Consequently, this analysis used an imputed figure for the

family contribution, the current net price. That is, the current
net price is taken as the remainder after all grants and loans
are subtracted from the institutionally-reported cost of atten-
dance. This operational definition may :esult in overstatement

of the family's actual contribution. However, the imputed
current net price is thought to be generally more accurate than
are the student reports.

Cost of attendance is reported on the Department of

Education-issued public use tape. The cost fiqu-e is imputed
based on average costs developed by the College Scholarship.
Service (CSS). The cost reported for each survey respondent is

the average cost calculated by CSS for that type of student
(dependent or independent; resident, commuter or living at home)
at the student's institution. Non-resident students are credited
with a fixed cost of living even though they may pay nothing for
room and board. This tends to raise the reported cost of

79
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education. Nevertheless, it is consistent with the practice

followed.1)y Department in setting irdivideal aid awards. In

any case, students' actual costs may vary considerable around the

reported average cost.

Current net price is a measure directly related to the

standards the Department uses in determining student eligibility

for student aid. Aid awards are a function of the family's

ability to pay and the cost of education.

The data on current net price are reported in calculated

dollars related to the average student in an income class. This

was done in a three-step procedure. First, students were

classified according to their cP/-adjusted family income stated

in 1983 dollars. At this point, the cost of education and amount

of support reported on each student record was also adjusted to

reflect inflation. Second, the current net price was calculated

for each student record. These products were aggregated to

determine the mean net price. This step yielded, for each income

class, the net price to the family unit as a whole.

Statement of net price as a percentage of cost can be

difficult to interpret as the pattern of education costs differ

for families at different income levels. As a result of this

difference, a third step was taken. The percentage of costs

calculated in the second step was recalculated into dollar terms.

This last step allows present-ation of the data in a manner that

reflects simultaneously a family's ability to pay and the cost of

their child's education.

Other investigations using CIRP data for 1978 and 1983 as

well as other years suggest that family income is related to the

family burden (Lee, 1983). That is, higher-income students tend

to go to higher-priced schools than do lower-income students.

Further, since grants and loans generally are distributed on the

basis of family income, the remaining net price should show

changes more than proportional to income changes. The CIRP

by-income data has an insufficient number of respondents in each

income level cell for Hispanics to be used in analyzing this

question. However, to a limit-'2d degree, race and Hispanic-origin

can be used as a proxy for family income levels based on the

income distributions of these subpopulations. It can be assumed

that aggregations of white, Hispanic and black students will

generally have average family incomes with the white students

being wealthier than Hispanic students and with black students

having the lowest family income.

8 0
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APPENDIX B

SUPPORTING TABLES

TABLE 8-1

WNiTE. BLACK AND SPAN/SN ONIG/N POPULATION IN U.S.
lir 88010N AND =An

Tax 1980, in Thousands

Region and state Whit. Black Spanish Origin

Total 188.312 26.495 14.609

lagiMa
Dortheas.
North Ca .ra1

42.326
52.195

4.841
5.321

2.604
1.271South 58,960 14.0411 4.414West 24.690 2.262 6.254

States
Alabama 2.813 996 22Alaska 310 14 10Alicona 2,241 15 411Arkansas 1.890 214 18California 16.031 1.819 4.544Colorado 2,511 102 240Connecticut 2,799 211 124Del 488 96 10Dist. of Columbia 112 449 18florid. 8.185 1.343 858Georgia 2.941 1.465 61Hawaii 219 17 11
Idaho 902 2 21Illinois 9,212 1.615 626Indiana 5.004 415 81Iowa 2.829 42 260001100 2.166 126 62Kentucky 3.319 259 21Louisiana 2.912 1.228 99Main. 1.110 2 5maryland 3,159 958 65massachusetts 5.363 221 141Michigan 1.812 1.199 162minnosota 3.916 53 32Mississippi 1,615 867 25Missouri 4.146 514 52Montana 740 2 10Nebraska 1.440 48 20Nevada 100 51 54New Nampshira 910 4 6Neu Jersey 6.121 925 492New Mexico 08 24 411New York 11.961 2.402 1.659North Carolina 4.458 1.319 51North Dakota 126 3 4Ohio 9,591 1.011 120Oklahoma 2.598 205 57Oregon 2,491 31 66
Pennsylvania 10.652 1.041 154
Rhode Island 891 28 20South Carol... '2.141 949 33South Dakota 640 2 4
Tenn ..... 3.815 /26 34Texas 11,190 1.710 2.986Utah 1.383 9 60
Vermont 501 1 1Virginia 4.230 1.009 80
Washington 3019 106 120
West Virginia 1.815 65 11Wisconsin 4,443 183 61Wyoming 446 3 24

Source: U.S. DUreall of tne Census, 1980 Canso', Cr Ot-
eel. 1, Chapter B.
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TABLE B-2

MEDIAN FAMILY INCOME IN CONSTANT 1982 DOLLARS
BY RACE AND SPANISH ORIGIN

1972-1982

Yr Iv
Spanish
Origin Black White

Spanish Origin
Family

Income as
Percent of

White Income

Black Family
Income as
Percent of
White Income

1972 68,183 $6,864 $11,549 71% 59%

1973 8,715 7,269 12,595 69 58

1974 9,540 8,006 13,408 71 60

1975 9,551 8,779 14,268 67 62

1976 10,259 9,242 15,537 66 59

1977 11,421 9,563 16,740 68 57

1978 12,566 10,879 18,368 68 59

1979 14,169 11,574 20,439 71 57

1980 14,716 12,674 21,904 67 58

1981 16,401 73,266 23,527 70 56

1982 16,227 13,598 24,603 66 55

Source: U.S. Bureau of the Census, Statistical Abstract of the
United States, 1984, Table No. 763, p. 463.
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1. Summar.

The first and most importnnt focus of this study iS changes in the

distribution and amounts of financial assistance for students atteru'ing

public colleges and universities between academic years 1981-82 and

198344, an important transition period for student aid. Cross-

comparisons of important variables are mnde--such as types of aid

recipients, forms of aid, sources of support and geographical and

institutional distributions of aid--on the basis of student aid

recipient data bases developed for each of these veers. The initial

data base (19131-871 employed a stratified random sample of 226

institutions and, from within those institutions, 11,970 randomly

selected student aid recipient records. The second data base (1983-84)

employed a statified random samplp 216 institutions and 10,200

randomly selected aid recipient rx..t.rds. Analyses of these data provide

detailed descriptions of the aid distribution system and answer

questions such as the following: Who receives aid? How much and from

what sources? How have these patterns changed?

A secondary but nevertheless important focus of the ntudy is the

manner in which different types of students attending public colleges

and onlversities finance their higher educations, particularl7 as it

inv.Aes student aid. Data supporting this part of the analys5e derive

from the two previously described data bases augmented by four state

student resource and expenditures surveys (Arizona, California, New York

and Wisconsin). Questions asked of thePe data are: Where do aid
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recipients and ron-aid recipients ohtstn resources for collece

attendance? How do the expenditure Patterns and personal

characteristics of aid recipients differ from students who do not

receive aid?

Both parts of this study at; based on sample survey data. The

public higher education student aid recipient data base surveyed

archival records of institutions, and the state resource and

expenditures data surveyed students directly (except where supplemented

by archival data in the New York data). In either case, using

institutional records or student self-report, changes in student aid

produce only estimates based on survey data and may vary from actual

conditions. Estimates of the error associated with those surveys will

be presented later.

Findings Cencerning Student Aid in Public Higher Education

A previous study of the 1981-82 public higher education student aid

recipient data base (Stampen, 19831 concluded that:

Student aid programs do what they were originally intended
to do. They distribute dollars - mostly federal - to students
who would otherwise have difficulty financing a college education.
In doing so they promote vertical equity, that is they make
higher education affordable to those least able to pay.

Analysis of 1983-84 data continues to support this conclusion.

Despite changes in the distribution and amounts to students sCtereng

rublic colleges and universitiesand despite nn estimated 7 percent

decline in student aid dollars in public higher education--student aid

continues tn be mainly targeted on low income students. Both data bases

show that more than 85 percen't of all aid recipients have family nr

persona,. Incomes below a level approximating the national median income

for families of fnur. Also, roughly half of all aid recipients fog they

9 3
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did in 1981-1982) have incomes at or below levels defining poverty for

families of four.

Other findings of interest include:

I. The characteristics of student aid recipients have changed

somewhat. Between 1981-82 and 1983-84, the total number of aid

recipients in public higher educed, !declined 2.3 percent, but

the proportion of aid recipients who wevi members of minority

groups declined 'itantially more sharply, by 12.4 percent (from

609,303 to 533,596 students). Overall, aid recipients tended to be

increasingly white, older, independent, married, and attending

part time. Proportions of males (45 percent) and undergraduates

(97 percent) among student aid recipients remained unchanged.

2. Changes have occurred in the proportiona of etudents falling imto

various ntudent aid recipient classifications. Those qualifying for

aid from at least one ftderal, state, or institutional program

according to the most stringent needs analysis standards (Pell or

Uniform Methodology)--here uefined as AID-1 recipientsincreased

from 72.0 percent of all aid recipients in 1981-82 to 75.9 percent

in 1983-84. Those qualifying for aid according to the Guaranteed

Student Loan program's needs analyeis standards, but not receiving

aid from any AID-1 programshere defined as AID-2 recipients--

deek'd from 19.4 percent of all recipients in 1981-82 to 14.0

pe,cent in 1953-84. Student') receiving aid not based on

financial need increased from 8.7 to 10.2 percent of all

recipients.
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3. Total student aid dollars for students attending public colleges

and universities declined from roughly $7.2 to $6.7 billion.

Accompanying this decline, the total number of aid recipients

declined slightly from 2.9 to 2.8 million although overall

enrollments remained stable at 9.7 million. Aid recipients as a

percentage of total enrollment remained close to the 30 percent

figure reported in 1981-82. A look at student aid dollars by

source indicates that federal aid declined most, roughly $300

million s!rom a base of $5.7 billion in 1981-82). The next

largest decline, $173 million, occurred in institutional

student aid (from a base of $686 million in 1981-82). Over the

same period state supported student aid increased $27 million

(from a base of $571 million), and aid from all private

sources increased $5 million (from a base of $233 million).

4. Students from thy lowest income backgrounds as in 1981-82

tended Lc, receive mainly in the form of grants; students

fro- hi,: ,4t 'income backgrounds relied mostly on loans.

Lower income students were also most l__4ly to attend

those public institutiot. charging the lowest tuitions. Grants

'le 'Id on the basis of financial need continued to outnumber

any other type of asea:uince for students. The number of

need-based i,:ants declined modestly. by 5.5 percent. At the same

time non-need-based grants, awarded mainly on the ..asis of

scholastic merit, increased sharply, by 32.6 percent. In spite

of the change, however, the vast majority of grants continued

to be need-based. The scheduled phase out of Social

Security education benefits (by 1985) was also reflected in the
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data, declining by 70.8 percent.

5. The number of loans increased by about 50,ono over the 1.65

million awarded in 1981-82. For students relying only on loans

average amounts borrowed declined. But for students relying on a

combination of grants and loans (who were slightly less numerous

than in 1981-82) there was a slight increase in average amounts

borrowed. Changes in pattern(' of borrowing were undoubtedly

influenced by changes in the Guaranteed Student Loan program,

which became a need-based program between the two years

studied, although under standards less stringent than those

governing other need-based programs.

6. For student(' riceivirg aid according to the Pell and Uniform

Methodologl standards (i.e., AID-1 recipients) average amounts of

aid incras4t,, roughly the same amount as tuition. Average

awards el..: tA'tltil increased by about $150 per student, but lagged

behini 14,',1-4t,,PA in the toLul cost of attendance (uhich were about

$37.41 ptr (:ttent). A different pattern prevailed for students

:vtiMarily on loans (AID-2 recipients). For them, total aid

declitel by amounts ranging between $200 and $300 per student.

Firvitnpa Concerning How Students Pay for College

Itr,r, public higher education data bases provide a great deal of

information about the distribution of aid and various ways that aid

recipients finance their college educations. However, by themselves

they cannot tell us how aid recipients differ from other students (i.e.,

personal characteristics, expenditure pntterns, and resource rot

financing college attendance). In order to shed light on these issues,
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we also used student resource and expenditure surveys compiled in four

states: Arizona, California, New York and Wisconsin. Since these data

are not direct'y comparable, comparison can pose methodological risks.

Jicsoven, an analysis of the four state date bases (Stampen and Fenske.

1984) led dramatic similarities among the four states, and where

data overlep the national data bases, the following comparisons can be

made with relative confidence.

1. Students enrolled in public colleges and universities who

ars AID-1 recipients have average incomes half as large as

those who do not receive any financial aid ($15,0o0 versus

632,400, respectively). Average incomes of students mainly

receiving loans (1.I0-2) or aid not based on demonstrated

financial need (AID-3) are lower than those of non-aid

recipients, but not as low as ths AID-1 recipients.

Students who are members of minority groups and female

students are most often found in the AID-1 category. In

particular, minority group students are more than twice

as likely as others to be AID-1 recipients. Single students

(including widowed, divorced, and separated students) account

for more than eight out of ten stodents in all aid recipient

categories. Also, more than half of all students cotsider

themselves dependent on their parents for financial support.

2. All types of students (whether aided or not) pay similar amounts

to attend public colleges and universities. There are only

minor variations in expenditures for tuition and fees, books

and supplies, room and board, transportation, and personal

items.
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3. There are marked differences in the ways that various typos of

students obtain resources for financing college education.

In descending order: AID-1 recipients rely on grants,

loans, personal resources, work and parents. AID-2 recipients

rely on loans, personal resources, work, grants, and parents.

AID-3 recipients rely on parents, work, grants, personal

resources, and loans; non-aided students (by definition

excluded from grants and loans) rely on parents, personal

resources, and work.

4. High proportions of students work while attending college.

Three of the four state data bases (California. New York, and

Wisconsin) contain percentages of students employed during the

school year and during the summer months. Across nearly all

categories of students, more than half were employed during the

school year and more than three-quarters during the summer

months. Also, very high proportions of AID-1 recipients

(ranging between 61 and 84 percent) worked during the school

year.

5. Aided and non-aided students do not appear to differ in terms of

academic preparation and grade point average, although data

representing two states comprise too small a sample to aaaaa nt

firm overall conclusions. Two of the four state surveys,

Wisconsin and California, inclutled questions about either high

school class rank or college grade point averages. At the

University of Visconsin-Hadison more than eight out of ten

students of all types reportea ranking in the top third of their

high school graduating classes. The California survey included
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students attending public two-year, four-year and

institutions. At every level and for every category of students

from AID-1 to the non-aided, the grade point average was roughly

the same.

Conclusions

Student aid continues to be targeted primarily on students from low

income backgrounds. In this respect few changes have occurred since

1981-82. However, Incremental steps seem to be leading away from this

standard. Overall, average incomes of aid recipients appear to be

increasing and the type of aid relied mat heavily upon by students in

the lawest incone categories (grants) appears to be declining. Also,

there have been sharp declines in aid recipients who are members of

minority groups, an important population in past efforts to promote

higher education opportunity. This trend deserves close scrutiny by

policy makers and the higher education community.

The state surveys indicate thct AID-1 recipients' average income is

half as large as that of non-aided students; yet all students pay

roughly equal amounts to attend college. Thus, it appears that student

aid is serving its intended purpose of lessening income barriers in

order to increase opportunities to attend higher education for those

least able to pay. The data also suggest that aid is not so abundant as

to discourage large percentages of aid recipients from working both

during and between school years in order to finance college attendance.

The data also suggest that aid recipients are as likely to maintain

satisfactory academic progress as other students. Thus, the principal

difference batween aid recipients and non-aid recipients appears to be

prinr economic condition, a factor difficult to correct through

mechanisms other than student aid.

99
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2. BACKGROUND, DATA, AND ORGANIZATION OF FINDTNGS

This study analyzes changes in finanzial assistance for students

attending public colleges and universities between 1981-82 and I983-R4.

This time span, though short, represents a potential turning point in

the history of student aid. Between President Johnson's "War on

Poverty" in 1964--which initiated federal student aid aimed at removing

financial barriers to higher education access--and the Carter years,

student aid experienced rapid grawth and development. The year 1981-82,

the last year when Carter Administretion policies were in effect,

provides a measure of what had been achieved. When President Reagan

came into office student aid, as well aa the federal government's role

more generally in providing aid for all levels of education, became a

much debated issue.

Background to the Study

Between 1970-71, when reporting on student aid programs became a

routine activity, and 1983-84, federal and state grants awarded on the

basis of financial need (in constant 1982 dollars) grew from $.9 billion

to $3.7 billion. Overall, governmental investment in student aid for

higher education increased from $8.6 billion to $13.0 billion (also in

constant dollars) and need-based aid as a percentage of total aid

increased from 52.5 percent to 89.1 percent. (Gillespie and Carlson,

1983, 1985).

The preceding figures show that student aid has played an important

role in financing higher education for a substantial period and that

over time there has been a clear trend tovard increasing aid on the
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basis of financial need. But what are some of the impacts of this sid

and how have student aid programa changed during the first half of the

present decade? What proportion of total enrollment receive aid and how

has this proportion changed in recent years? What are the character-

istics of various kinds of programs and how are they emploved to help

various kinds of students finance college attendance? Also, how do aid

recipients compare with those students who do not receive aid? Is there

evidence indicating the extent to which need-based student aid is

achieving its intended purpose of promoting educational opportunity and

social mobility for students from economically disadvantaged

backgrounds?

During the summer of 1981, the lack of integrated information

with which to examine these questions motivated three national

associations representing public colleges and universities--the American

Association of Community and Junior Colleges. the American Asaociation

of State Colleges and Universities, and the National Association of

State Universities and Land Grant Colleges--to iointly seLk funds floss

the Ford and Exxon Education foundations for the development of a

student aid recipient data bank representing public higher education.

These foundations also sponsored development of an analogous data bank

representing private colleges and universities.* rn 1983-84

development of a second student aid recipient data bank representing

both public and private higher education received financial support

The public higher education data bases are closely similar to
those developed for private higher education. In fact, the public data
bases employ a model originally developed and tested by the National
Institute of Independent Colleges and Universities (NIICU). Essentially
identical institutional and student questionnaires were used and both
studies employed the same sampling techniques. Efforts have also been
made to closely coordinate data hese construction across both sectors of

higher education.
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from the Ford Foundation through a grant tn the American Council on

Education.

This study provides a broad overview of student aid for public

higher education in the United States and describes recent changes, as

reflected in the first and second waves of the public higher

education survey. Specifically, this study focuses on student aid

recipients attending public two-year colleges, liberal arts colleges,

comprehensive colleges and universities, public researct universities

and degree granting institutions with special missions (see Appendix E

for a listing of participating schools).

We wish to emphasize that the most important products of our study

are data bases themselves, which can be used to answer many questions

other than the ones explored here. We expect others to ask additional

questions, some of them difficult, and we expect the data bases, in

consequence, to be continuously improved as they are used to answer new

questions. Accordingly, copies of the data bases, altered only to the

extent of protecting the identity of participating institutions, are

accessible through the American Courcil on Education.

The Date

The principal sources of information for this effort are two public

higher education student aid recipient data bases representing the

academic years 1981-82 and 1983-84. These are augmented by recent

student resource and expenditure surveys developed in four states

(Arizona, California, New York and Wisconsin), to enable comparisons

between aided and non-aided students to be made.

The two public higher education student aid recipient data bases

are unique compared to other sources of information about student aid in
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that they integrate all forms nf aid known to institutional student aid

officers, and include federal, state, institutinnal and privately

supported programs. Because of this integration, it is possible for the

first time to generate unduplicated counts nf aid recipients receiving

varying combinations of grants, loans, and work-study assistance and to

identify patterns in the packaging of student aid over time.

As with the 1981-82 study, the 1983-84 study is designed to show

the distribution of student aid across a variety of groups characterized

by dependency status, academic level, registration status, minority

group membership, marital status, sex and income categories,

institutional type, and geographic region. These disaggregations are

further divided into four mutually exclusive categories of student aid

recipients: (a) AID-1 (students receiving aid from at least one

federal, state, or institutional program on the basis of stringent needs

analysis tests, i.e., the Pell or Dnifnrm Methodology), (b) ATD-2

(students receiving aid under less stringent Guaranteed Student Loan

needs analysis standards but not from the programs under AID-1), (c)

AID-3 (students receiving aid nnly from programs without needs tests),

and (d) N-AID (students not receiving student aid at the time the

surveys were administered).

The four state data bases are the result of independent surveys

undertaken in Arizona, California, New York, and Wisconsin. Although

not strictly comparable either to one another or to the twn nationally

representative data bases, they do include similar variablen (student

financial aid, demographic, and institutional), which can be used to

construct aid recipient categories similar to those employed in the

national data bases (i.e., AID-l. ATP-2 and AID-3). In addition,
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they provide information on students who receive no aid (N-AID), thus

allowing comparisons between aided and non-aided students.

The 1983-84 Public Higher Education Student Aid Recipient Data Bane

was constructed from a population of 1,957 public higher education

institutions with enrollments of 500 or more. Following Arthur Kirsch's

sampling methodology is stratified random sample was drawn representing

five institutional types (research, comprehensive, liberal arts,

two-year and special) and five geographical regions (North Central,

Mid-Atlantic, North East, Southwest, and West). Of the 270 institutions

initially contacted, 216 or 80 percent agreed to participate, down

slightly from tha 1981-82 agreement rate of 84 percent. A 33 percent

overlap in participating schools between the 1981-82 and 1983-84 data

base was obtained to provide a longitudinal subsample of schools.

Student Financial Aid Officers at participating institutions were

instructed to draw a 1 in 40 random sample of all student aid recipient

files from which information was Used to complete "Student Aid Recipient

Surveys." One survey was completed for each student record in the

sample. The final data base contained 10,200 records compared to 11,970

in 1981-82. Following Arthur Kirsch's model, weights were applied so

that the sample records were characteristic of the underlying population

of 2.8 million students. Each weighted student record represented

approximately 250 students.Consequently, proportions hereby reported

constitute projections. It must also be pointed out that the sample

design produced small standard errors for each relevant population

parameter. Although not reported, the standard errors of the estimates

used in the sample size of 10,200 records were less than 1/100.
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The Arizona study was a mail survey of 1,894 studente from 36

post-secondary institutions in four sectors (public colleges and

universities, private non-profit colleges, community colleges And

proprietary institutions) for the 1983-84 academic year. A probability

sample was used and the overall response rate to the mail survey was

35.4 percent (Erbschloe and Fenske, 1984). The California survey

obtained data by mail from 29,000 students for the 1981-82 academic year

with a response rate of 36.3 percent (Hills and Van Dusen, 1982). The

New York survey obtained student eurvey reeponses to resource and

expenditure items for the 1982-83 academic year, with background

infnrmation provided by college registrars. A random sample of full and

part-time undergraduate and graduate students was used and a 50 percent

response rate was obtained (Cross, 1983). Finally, the Wisconsin survey

obtained information over the telephone from a random sample of 639

undergraduates'at the University of Wisconein-Mad1son in 1983-84, and an

88 percent response rate was attained.

Organization of Finding!

Most of the tables in this paper report simple mean values of

various types of aid, sorted by grouping variablea. The nuatber of

students represented in groups after sorting varies acrose different

student characteristics, due to the fset that all student aid recipient

records in the data base do not include complete background information.

For example, ethnic information is not as extensively reported as

information about sex and marital status. Becauee of this, care must be

taken in making direct comparisons across tables._ (See Appendix A for a

detailed discussion of methodology).
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We begin our discussion of findings by describing the broad

dimensions of student aid in public higher education and the changes

that have occurred since 1981-82. We then proceed to examine aid

recipient characteristics and their changes, including types of

institutions attended and geographic region. We end our discussion by

using the student resource and expenditure surveys in four different

states to identify differences between students who receive aid and

students who do not.

For purposes of this study, as noted, students were divided into

three non-overlapping categories. AID-1 recipients include students who

receive aid from at least one federal, state, or institutional program

according to the most stringent needs analysis standards (i.e., the

standards of the Pell or Uniform Methodology needs analysis systems).

Roughly three out of four public college students whose aid is recorded

in the files of campus student aid offices fall into this category.

AID-2 students also receive aid on the basis of need, but the standards

for these students are less stringent than for AID-1 recipients. Such

students may also receive other forms of aid, but none from programs in

the AID-1 category.

AID-3 students receive aid that is not based on demonstrated

financial need, most often directly c.rom sources external to the

institution, including aid from cources such ad organizations, schools,

employers or government agencies outside the regular student aid system

(e.g., Veterans and Social Security administrations). Campus student

aid officers nearly always maintain files on all AID-1 and AID-2

recipients. However, records for AID-3 recipients are lems reliable.

A/D-3 recipients are typically unknown to their institutions except in

cases where students become known to campus student aid officers through
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their applications for need-based aid. Data on AID-3 recipients are

included in the public higher education student aid recipient data bases

to the extent that they are known ra Ruch institutions, constituting

roughly 3 percent of all aid recipients. However, because of the

partial nature of the institutional records for Ruch students they are

excluded from several of the tables appearing in the body of this study.

Such exclusions are noted on the tables. Finally, near the end of the

study, reference is made to a fourth category of students: N-AID

(non-aid recipients). Across all public higher education this category

includes roughly 70 percent of all students.

Before describing specific findings, we should briefly describe the

treatment of Guaranteed Student Loans (GSL) in this study. In 1981-82,

the year for which the first student aid recipient data base was

developed, GSL recipients were not required to demonstrate flnancial

need. The 97th Congress (January 1981-December 1982) added a financial

need requirement, and by 1983-84 all GSL recipients were required to

undergo needs analysis, even though, as earlier mentioned, under less

stringent standards than those governing other need-based programs.

Accordingly, the GSL program should logically be classified as an AID-3

program in 1981-82 and an AID-2 program in 1983-84.

We have chosen to include GSLe as an AID-2 need-based program in

both years, The primary reason for putting it in the same category in

both years is to preserve continuity for comparative purposes. We have

chosen to include it as need-based because in both years roughly

two-thirds of all GSL recipients also received assistance from AID-1

programs, indicating that the majority of those students did indeed

paiticipate in the program because of financial need even before lt was

a requirement. We should also note that the principal providers of GSL
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loana--banks--were routinely informing the relevant educational institu-

tion of their lending actions even in 1981-82. Institutional reporta on

participation in the GSL program were quite similar in both of the years

studied. Therefore we assume that institutions were as well informed

about participation in 1981-82 as they were two years later.

There are two basic ways of summarizing and comparing the

distribution of student aid, both of which are employed in thia study.

The one most frequently used is to average all student aid dollars

across broad categories such as grants, loans, work, and other

assistance. This approach provides an unduplicated count of aid

recipients and permits a general overview of how aid is packaged and

distributed. The other approach identifies the actual number of

students receiving aid by individual programs and shows average amounts

received by such students. The second approach provides insight into

the relative size and importance of individual programs, whereas the

first approach simply averages amounts of aid provided by each program.

3. DIMENSIONS OP STUDENT AID IN PUBLIC HIGHER EDUCATION

In 1981-82 and 1983-84, two-year and four-or-more year public

colleges and universities enrolled 9.7 million studenta. During each of

these years alightly less than 3.0 million studenta were recorded as

receiving some form of financial asaistance from sources other than

their families (30.0 percent in 1981-82 and 29.3 percent in 1983-84).

Of these, 2.1 million in 1981-82 and 2.2 million in 1983-84 were AID-1

recipients; 0.6 million in 1981-B2 and 0.4 million in 1983-84 were

AID-2 recipients; 0.3 million in both years were AID-3 recipients.

Even though enrollments and proportions of enrollees receiving aid

remained quite stable during both years studied, however, we estimate
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that aid dollars for students attending public colleges and universit:es

declined by roughly $0.5 billion, from $7.2 billion in 1981-82 to $6.7

billion in 1983-84.

Table 1 shows changes In the distribution of student aid dollars

between 1981-82 and 1983-84 by AID category and by dependency statns.

(Students claimed by their parents m dependents for tax purposes Are

defined dependent students. students not claimed and financially

independent are defined as Independent students, students whose

dependent status is unknown are unclassified students.1

The largest shift--in dollarsbetween the two years was between

AID-1 and AID-2 recipients. The percettage of dollars flowing to AID-1

recipients inc eeeee d from 74 to 81 percent of total student aid dollars,

for example, while percentages flowing to AID-2 recipients declined from

22 to 13 percent. These changes are mainly explained bv changes in the

CSL program. Somewhat paradoxically, given that the financial need test

introduced by Congress was less stringent than the one governing AID-1

programs. the effect of the CSI change, as evidenced in the date, was

that /sem dollars flowing to AID-1 recipients increased by $0.2 billlon,

while loan dollars flowing to AID-2 recpients declined bv $0.6

billion-..for a net decline of $.4 billion in loans to students in public

institutions. This amount also accounts for 80 percent of the total

decline in student aid dollars. The remaining 20 percent is accounted

for by a $.1 billion decline in other aid--that is, aid not normally

considered standard grant, loan, or work study programs. Total grant

and work study dollars remained stable, although there was some

redistribution of dollars among aid recipient categories: grants and

other aid for AID-I recipients each declined hy $0.1 billion, for
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Tahlo 1

Tow. not , in crnucn. Loans. Work Study and Other Assistance by
Type of Aid Recipient

(in billions)

rype Grants Loans Work/ Other Total X

Recipient Stud),

AID1
1981 $2.7 $1.6 $.8 $.2 $5.3 74

1983 2.6 1.8 .9 .1 5.4 81

AID2
1981 .1 1.4 .1 .0 1.6 22

1983 .1 .8 .o .o .9 13

AI01
1181 .0 .0 .1 .3 4

1983 .0 .0 .1 .4 6

Total
1481 3.0 3.0 .9 .3 7.2 100

1983 3.0 2.6 .9 .2 6.7 100

Dependent
1981 1.7 1.6 .5 .2 4.0 55

1983 1.7 1.5 .5 .1 3.8 57

Independent
1981 1.2 1.0 .4 .1 2.7 38

1 ' 0
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example, whereas work study assistance for AID-1 recipients increased by

$0.1 billion. Non-need-based grants, mainly merit-based scholarships.

increased $0.1 billion, and work study assistance for AID-2 recipients

declined $0.1 billion.

Shifts among dependency categories also centered on loans. There

was a net decline of $0.4 billion in loans in the unclassified student

category, for example, r $0.1 billion decrease in loans for dependent

students, and a $0.1 billion increase in loans for independent students.

The only other change was a $.1 billion decline in "other" aid for

dependent students. Otherwise, the distribution of grant and work/studv

assistance across all categories remained unchanged.

Student aid is mainly sponsored by the federal government.

However, state zovernments, the institutions themselves and private

sources (typically small grants or loans from local organizations) are

also important sponsors. Table 2 shows dollars from each of these

sources and changes that occurred between 1981-82 and 1983-84.

Among the four sources appearing in Table 2 increases occurred in

state aid and aid from private sources, while decreases occurred in

federal and Institutional aid. The largest dollar decline occurred in

federal programa. Federal aid declined by roughly $0.3 billion from a

base of $5.7 billion in 1981-82. The second largest dollar decline,

and the largest percent decline (-75.2 percent), occurred in

institutional sponsored aid, down roughly $0.2 billion from a base of

$0.7 billion in 1981-82. Counteracting these declines to a limited

degree were increases in state student aid (up $27 million) and aid frou

private sources (up $5 million).
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Table 2

Public Higher Education Student Aid Dollars by Source

1981-82 1983-84

Federal $5.702,783,253 $5,407,131,698

Stene 570,785,025 597,495.924

Institution 686.265.075 513,160,339

Private 232,896,189 237,899,840

Total $7,192.729,542 $6,755,687.801
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A more detailed comparison of changes in sources of funding and

participation in individual programs is provided in Table 3. Here

individual programs are listed under heading3 indicating their sources

of support. Also shown by program are projected numbers of

ParticipAnts, average awards, participants as a percentage of all aid

recipttats and participants as a percentage of headcount enrollment in

public higher education.

Table 3 also allows us to trace the reason for the previously

reported overall decline in federal student aid. Declines are shovn in

numbers of participants in the Pell and SEM (Supplemental Education

Opportunity Grant) grant programs, the GSL program, the Health

Professions and Nursing programs and the Social Security Education

Benefits Program. At the same time, increases occurred in the number of

NDSL (National Direct Student Loan), CWSP (College Work/Studv), and

Other program recipients, and in two programa that did not appear in the

1981-82 data, the PLUS (Parent Loans for Undergraduate Students) and

ALAS (Auxiliary Loan Assistant Students) programs. The overall decline

is because the declines outveigh the increases.

The percent columns illuminate an important aspect of federal

student aid. Of the 14 federal programa listed, only 5 (Pell, SEOG,

NDSL, CWSP and GSL) provide assistance to substantial percentagea of

public college aid recipients. Of these the Pell program, which

assisted 61.0 percent of ell aid recipients (17.9 percent of all

students) in public institutions, 1983-84, is by far the mnst important

in terms of numbers aided. The next most used program was GSL, which
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Number of Aid Recipients end Average Awards by Program and Recipients as Percents of All Students
Receiving Aid and Headcount Enrollment

program

Institutional Aid

1981-82

Average %Aid
Award Recipients

(N-2,906.479)
Enrollment
(11.9,690.101)

Average
Awards

1983-84

% Aid
Recipients
(14.2.838,897)

Enrollment
(8.9,682,734)

Non-need Grant 154,414 5 857 5.3 1.6 185,554 6 650 , 6.5 1.9
geed Eased Grant 149,353 579 5.1 1.6 114,102 648 i,4.0 1.2
gon -CUSP Work 151.639 1260 5.2 1.6 95,409 1285 3.4 1.0
Fellowship. 12,390 1241 .6 . .1 6,565 1959 e .2 .1
Aesistantship. 48,329 2259 1.7 .5 32,757 3399 1.2 .3
Long Term Loan 36,757 438 1.3 .4 17,217 983 .6 .2
Employee Benefits. 3,447 961 .1 .0 8,172 863 .3 .1
DePendent Waiver. 5,138 542 .2 .1 5,372 966 .2 .1
Other. 147,995 876 5.1 1.5 53,911 791 1.9 .6

Federal Aid

Pell Grant 1,861,685 863 64.1 19.4 1732,864 945 61.0 17.9
SEOG Grant 473.741 554 16.3 4.9 453,848 530 16.0 4.7
NDSL (loan) 463,710 776 16.0 4.8 573.778 865 20.0 5.9
GWSP (work) 519,590 1081 17.9 5.4 578,846 1205 20.4 5.9
F151./C5L (loan) 1,102,205 2305 37.9 11.5 1.019,110 2002 35.9 10.5
PLUS (loan) - 18,273 2269 .6 .2
ALAS :loan/. 3,828 2439 .1 .0
Soc. Sec. (grant). 81333 2049 2.8 .8 23,764 1551 .8 .2
Health Prof. (grant) 504 2033 .0 .0 508 1094 .0 .0
Health Prof. (loan) 8,344 2254 .3 .1 12,830 1923 .5 .1
Nursing Grant 8,925 535 .3 .1 _750 763 .0 .0
Nursing Loan 9,932 874 .3 .1 8,827 939 .3 .1
Veterauc Bea. (gt.nt).* 34,982 2762 1.2 .4 34,982 2762 1.2 .4
Others 40,421 1857 1.4 .4 42,471 1766 1.5 .4

State Aid

Merit Grant. 24,071 424 .8 .3 63,382 516 2.2 .6
Heed Eased Grant (SS1G) 656,768 506 22.6 6.8 676,605 562 23.8 7.0
Entitlement Grant. 61,329 555 2.1 ,6 60,286 776 2.1 .6
Campus Grant. 63,144 706 2.7 .7 23,366 667 .8 .2
State work-study 62,172 1026 2.2 .6 22,502 1349 .8 .7
Rehabilitation Grant. 20,096 739 .7 .2 28,603 721 1.0 ..3
Other. 80,773 1006 2.8 .8 97,393 731 3.4 1.0

Other Aid

Scholarships. 99,176 699 3.4 1.0 119,216 908 4.2 1.2
Loans 26,671 1935 .9 6,449 1464 .2 .1
Earnings of Record. 47,248 2370 1.6

.3

.5 46,306 2596 1.6

'Institutional records incomplete
..1984 Veterans benefit assumed equal to 1981-82 because of noncomparablo data collection.

Note: The percentage column sum to more than 100 percent becauoe of overlapping amount
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assisted 35.9 percent of all aid recipients (10.5 percent of all

students) in public institrtions. The programs were reversed in

importance with respect to the total amount of dollars provided,

however, because the average award from GSL was more than twice that

from Fell ($2,002 versus $945). Thus, awards from GSL totaled roughly

$2 billion (1.019,900 x $2002) versus a Pell total of $1.6 billion

(1,732,864 x $945).

Institutional aid, the category showing the second largest dollar

decline between 1981-82 and 1983-84, i8 composed of nine programs, only

four of which are routinely monitored by campus student aid offices.

Because so many of these programa fall outside campus student aid

systems, interyear comparisons are less reliable than for major federal

programs. However, declines in numbers of aid recipients also appear

for the four programs that are regularly monitored by campus student aid

operations. Three of these (Need-Based Grant, Non-CWSP Work and Long

Term Loan) are generally need based and all three show declines in

numbers of recipients and in student aid dollars. Non-need Rrant

reciplente, in contrast, increased by 33,140 and non-need grant dollars

increased by roughly $12 million.

State governments, which in 1983-84 ranked second to the federal

government in terms of support for student aid, increased their aid

slightly above 1981-82 levels. This category includes the third largeat

student aid program, need-based grants augmented by the federal SSIG

(State Student Incentive Grant) program. This program is notable for

the fact that--next to the federal Pell and GSL programs--it assists the

largest proportion of public institution aid recipients (23.8 percent)

and enrolled students (7.0 percent). The state need-based grant program
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also is notable because, other than the federal NDSL and CWSP programa,

it was the only need-based program shmaIng an increased number of

recipients in 1983-84. At the same time, the number of recipients of

state need-based work/study declined by 39,670, while the number of

non-need-based state "merit" grants increased by 39,311 recipients.

The last category appearing in Table 3, Other Aid (encompassing

privately supported and non-need-based programs), also showed a slight

net increase, which is entirely due to increased scholarships available.

Two aspects of the pr.ceding comparisons seem particularly

noteworthy. One is that, although need-based grants continued to

predominate during both of the years studied, the dollar ratios of need

to non-need-based programa declined from 11 to 1 in 1981-82 to 8 to 1 in

1983-84. A.possible explanation for this change may be a

follow-the-leader effect stemming from recent efforts to raise academic

standards. Another may be increasing reliance by educational

institutions on government need-based programs to achieve economic

equity. Whatever the case, student aid seems to be taking small steps

in a new direction.

The second aspect of Table 3 which deserves mention is that though

most student aid programs serve very small proportions of public college

students and aid recipients, they are not unimportant in the aggregate.

As can be seen, only six programs, five federal and one state, served

more than 10 percent of aid recipients and only rwo federal programs

(Pell and GSL) salved more than 10 percent of public college students in

1983-84. However, the other program; together repreaented 1.1 million

student aid awards totalling $1.1 billion--or 19.4 percent of the

recorded dollars flowing to public college students.
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The distribution of student aid by income is shown in Figure 1.

For purposes.of categorization five income ranges (measured for

four-peraon families) have been used. These are the 1981 and 1983

poverty definitions employed by the U.S. Census, and the 1981 Bureau of

Labor Statistics four income budget definitions adjusted by the Consumer

Price Index to represent comparable real incomes in 1983. The lowest

(poverty) is incomes below the U.S. Census poverty income threshold.

The second (low budget) iS incomes between the poverty threshold and the

Bureau of Labor (BLS) Statistics low-income budget. The third (below

middle) ie incomes between the BLS low-income and middle-income budgets.

The fourth (above middle) is incomes between the BLS middle-income and

upper income budget. The fifth and highest (high budget) is incomes

above the BLS high-income budget. Tbse definitions are used to define

the following income categories:

1981-82 1983-84

Poverty Below $9,290 Below $10,180

Low Budget $9,291415,323 $10,181-$16,564

Below Middle $15,324-424,407 $16065-$17,465

Above Middle $25,408438,060 $27,466-$41,143

High Budget Above $38,661 Above $41,144
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The first four pairs of panels in Figure I show all recipients and

each aid category by income level. For both years, taking all students

together we see that roughly half fall into the lowest income category

and more than eight out of ten were in the bottom three income categor-

ies. Since the AID-I category is by far the largest, it is not surpris-

ing to find that the overall distribution is very similar to the distri-

bution of AID-I recipients. The main difference seems to be that there

was a slight increase in targeting of AID-1 aid to lower income students

in 1983-84 than in 1981-82, which is not reflected in the overall

figures. Comparing AID-1 recipients with AID-2 and AID-3 recipients,

however, reveals dramatic differences in the stringency of inccme

targeting, and less stringent targeting in 1983-84 than in 1981-82.

The last two pairs of panels in Figure 1 contrast the

distributions of aid recipients by dependency status. Dependent students

are those who receive enough financial support from their parents to be

claimed as a tax exemption. IndePendent students are those responsible

for supporting themselves. Host need-based student aid programs

distinguish between these two kinds of students when determining the

extent of financial needs and the standard needs analysis systems apply

different formulae. As can be seen, the vast majority (over 80 percent)

of independent students fall into the lowest income category, suggesting

that the 50+ percent of AID-1 recipients falling into this category may

be more than proportionately independent students. It should be noted

in interpretating Figure 1 that the 4-person family income-equivalent

cut-off will cause the income status of independent students to be

somewhat underestimated compared to dependent students because, although

4 out of 10 such students have dependents, their average family size is

certainly lower than that of the families providing support to dependent
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students.

Further information of the dependent/independent student breakdown

is provided in Table 4, which shows the distribution of aid recipients

in 1981-82 and 1983-84 according to dependency status and the three AID

classifications. Only a small proportion of aid recipients fall into

the unclassified category and none of them are in the most stringently

need-based (AID-1) category. This is not surprising given the

sensitivity of the Pell and Uniform Methodologies to dependency status.

The AID-1 recipients experienced a major shift in dependency status

between 1981-82 and 1983-84. This is accounted for by declining numbers

of unclassified students in the AID-2 category following implementation

of a G5L needs analysis system requiring information on dependency

status.

Changes in the age distribution of dependent and independent aid

recipients between 1981-82 and 1983-84 are shown in Table 5. The

average age of both groups increased. This may reflect a tightening of

requirements for awarding independent student status, increased scrutiny

on the part of student aid officers of existing requirements, or simply

aging of the student population. The greatest proportional change

occurred in the 21 and under independent student category. In 1981-82,

almost one out of five independent students were 21 or younger; by

1983-84 the *ratio had fallen to one in six.

Differences in the behavior and treatment of dependent and

independent aid recipients are illustrated in Table 6, which compares

resources and expenditurea of independent AID-1 recipients in 1981-82

and 1983-84. Note that this table differs substantially from Table 3,

which projected actual numbers of aid recipients and average awards by

program. Table 6 averages dollars from various program across
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Table 4

Aid Recipients by Dependency Status
(in millions)

Dependent Independent Unclassified Total

1981-
81

1983-
84

1981-
81

1983

83

1981-
82

1983-
84

1981-
82

1983-
84

AIM 1.3 1.3 .8 .9 .0 .0 2.1 2.2

AID2 .3 .2 .1 .1 .2 .0 .6 .3

AI03 .1 .1 .1 .1 .0 .1 .2 .3

Total 1.7 1.6 1.0 1.1 .2 .1 2.9 2.8
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Table 5

Age Distribution of Dependent and Independent Aid Recipients

Dependent

1981-82 1983-84

Independent

1981-82 1983-84

21 and under 79.6 76.2 19.2 15.9

22-24 17.3 19.5 25.6 25.0

25-30 2.5 3.6 31.6 33.4

31-40 .5 .5 18.1 20.0

Over 41 .1 .2 5.5 5.7

Total 100.0 100.0 100.0 100.0
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Table 6

Distribution of Resources and 'Expenditures Among Dependent and Independent
Undergraduate AID1 Recipients

(All Reported Incomes Combined)

11141mdent
1981-S2 1983-84

Independent
1981-82 1983-84

Number of Recipients
(in millions)

(1.3) (1.2) ('.B) (AI)

Expenditures
Tuition/Fees 921 1.118 702 8E6
Room li 'Board 1.577 1.793 2.912 7,087
Other Budgeted 1,267 1.311 2.458 2.056
Total Expenditures $3.833 $4,222 $6,125 $6,029

Resources
Cranes:
pell . $714 $759 $832 $833
Supplement (SEOC) 117 127 146 101
State (incl SSIC) 159 . 212 158 141
Institution Need-Based 43 8 31 6
Sub-Total 1,033 1,098 1,167 1,081

Work:

College Vork Study(CWS) $252 $me $276 $379
State/Inst. Work Prog. 94 47 171 51
Sub-Total 346 455 447 430

Loans:
NDSL $156 $236 $161 $246
CSL 555 545 534 6897nst. Loan 8 5 17 7
Sub-Total $719 $766 $712 $942

Contributions:
Parent $469 $457 $ 0 $ 0
Student 540 549 1.959 2.280
Sub-Total $1,009 $1,006 $1,959 $2,280

All Other Aid
$ 282 $ 320 $ 339 $ 330

Total Student Resources $3,390 $7.665 $4,624 $5,063
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all aid recipients within a given caregorv--in this case AID-1

undergraduate recipients. Comparisons are limited to this group because

most of the malor federal and atate programa identified in the table are

specifically targeted on undergraduate students qualifying for aid under

the Pell or Uniform Methodology needs analysis systems. A similar table

for AID-2 recipients would show resources mainly from GSL, parents,

students, Ind "other" sources. A table for AID-3 recipients would show

resources only from parents, students and others.

Dependent and independent undergraduate AID-1 recipients, as shown

in Table 6, differ mainly in terms of average expenditures. Total

exptnditures for independent students are substantially higher than

those of dependent students, $6,029 and $4,222 respectively in 1983-84.

This is because independent students average higher room and board and

other budgeted expenditures than dependent students. When interprering

such comparisons it is important to note that these average figures are

affected by many variables--including costs and mixes of Isttitutions

attended during a given year and differing circumsiances affecting

dependent and independent students. Host important with respect to the

latter is the fact that much higher proportions of independent students

are either married or have children or other dependents of their own

(Stampen, 1983). This affetts needs analysis estimates of room and

board costs and other budgeted expenditures, leading to higher overall

expenses for independent students. Dependent aid recipients, on the

other hand, are overwhelmingly young and single. Another important

difference between the two categories is, of course, that independent

students are not expected to receive aid from arents
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and therefore make larger contributions of their own. Only minor

differences exist between dependent and independent students in

equivalent circumstances and this is to some extent because dependent

students average higher tuitions and fees (reflecting their selection of

institutions) than independent students.

Finally. Table 6 shows different patterns of change for dependent

and independent students betwein 1981-a2 and 1983-84. For dependent

students average tuitions and fees increased $197 (21.3 percent), total

expenditures increased $389 (10.1 percent), and total resources

increased $275 (8.1 percent). For independent students tuitions and

ails increased $184 (26.2 percent), total expenditure, declined $96

(-1.6 percent), and total resources increased !435. (9.5 percent). The

decline in total expenditures is accounted ke A $402 decline in

other budgeted expenditures. This may reflect chan&cs either in the

characteristics of independent students (e.g.. Zetet with dependents) or

in the mixture of institutions attended, or tightened institutional

scrutiny over expenditures of this type.

The fact that total expenditures (top of table) compared with total

resources (bottom of table) shows negative balances (i.e., lower

resources than expenditures) during both 1981-82 and 1983-84 needs

comment here. It is difficult to know how to interpret this result,

except to observe that it does not necessarily imply unmet need among

all AI0-1 recipients. This is because these aggregates reflect

individual circumstances, different mixtures of student aid programs,

varying requirements governing parental and student contributions, and

other factors. This overall pattern does indicate the need for further

investigation of resource and expenditure comparisons.
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Thus far, recent changes in some of the basic variables affecting

student aid in public higher education have been described. These were

overall changes in student aid dollars from originating sources, program

characteristics, recipient incomes and dependent and independent student

characteristics. Attention now turns to recent changes affecting

specific types of aid recipients and their attendance vis a vis various

types of institutions and geographic regions.

4. AID RECIPIENT CMRACTERISTICS

The following section describes changes between 1981-82 and

1983-84 IAN five student characteristics: sex, ethnicity, marital

status, academic level, and attendance status. It then presents changes

in the distribution of various types of aid recipients across five types

of public colleges and universities and five geographic regions. Most

of the following tables include only AID-1 and AID-2 type recipients

because, as explained earlier, institutional records are more complete

for recipients and programs within these categories than they are for

the AID-3 category.

Before proceeding it is worth commenting briefly on the table

format for this section of the report. For each of the five

characteristics of aid recipients, tables describing recipients precede

those showing resources and expenditures in dollars. The latter should

be interpreted with caution because average dollar amounts are, of

course, influenced by the manner in which students are distributed among

institutions and programs, as well as the manner in which other charac-

teristics than the ones being compared vary across the individuals.
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For example, when comparing males and females, average amounts nt,

differ because of differences between males and females that arc

unrelated per se (like income or marital status). The chlta bases can be

used to cake comparisons which hold other variables constant. This her;

not been done for the present report, however.

Changes in the distribution and amounts of aid flowing to male and

female AID-1 and AID-2 recipients art described in Table 7 and Table 8.

Table 7 shows no change iu 01c total relative proportion! tf malt and

female aid recipients. In 1981-52, 33 in 1983-84, female aid recipients

outnumbered males by the same margin (55 percent female to 45 percent

male). The only places where change is noticeable between 1981-82 and

1983-84 is that dependent AID-2 recipients declined in proportion to

independent AID-1 recipients. In both cases changes were slight and

affected males and females equally. Also, as mentioned previously,

these changes probably reflect the CSL programs becoming need based and

the gravitation of CSL recipients toward the AID-1, AID-2 or

non-recipient categories.

Table 8 shows average dollar amounts for male and female students

vithin several resource and expenditure categories. Also shown are sex

differences between dependent and independent students within the AID-1

and AID-2 recipient headings. The most noticeable difference among

students in Table 8, in terms of resources, is between AID-1 and AID-2

recipients. AID-1 recipients rely heavily on grants, followed by loans,

work and "other" assistance, whereas AID-2 recipients of both sexes rely

far more heavily on loans than on any other form of assistance. Also

noteworthy concerning the distribution of resources, and no doubt

reflective of recent changes in the GSL program, are declines in amounts
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Table 7

Distribution of A1D-1 and AID-2 Recipients by Sex

1981-82 (N 2.5 million)

Dependent

Male Female

AID1 24.3 27.9
AID2 6.0 6.1

Independent
AID1 12.9 18.3
AID2 2.3 2.2

Total 4.5.5 54.5

1983-84 (R 2.4 million)

Depen4ent
AID1 22.9 27.0
AID2 4.8 5.0

Independent
AID1 14.9 20.4
AID2 2.6 2.4

Total 45.2 54,8
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Table 8

Resources and Expenditures for Dependent and Independent
AI01 aud AID2 Recipients by Sex

Male Female

Resources

Dependent
AID1 AID2

Independent
AID1 AID2

Dependent
AID1 AID2

Independent
AID1 AID2

Grants
1981 $1260 $ 75 $1357 $ 95 $1220 $151 $1320 $318

1983 1323 106 1234 295 1314 83 1221 337

Loans
1981 873 2359 1035 2968 718 2359 669 2590

1983 866 2061 1091 2320 750 2053 879 2109

Work
1981 309 107 511 93 374 137 468 110

1983 374 54 536 195 393 21 486 118

Other
1981 126 29 123 67 85 47 107 118

1983 44 20 80 83 45 38 50 44

Total
1981 2568 2570 3026 3223 2397 2694 2504 3136

1983 2607 2241 2941 20^1 2500 2205 2635 2589

Expenditures

Tuition
1981 1056 1129 826 1052 936 1089 724 861

1983 1163 1343 975 1165 1105 1417 874 1141

Total
1981 4076 4310 5848 5880 3878 4226 6209 6064

1983 4282 4683 5961 5963 4174 4713 6208 6178
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bestowed on AID-2 recipients, which are reflected in declines in total

resources awarded to them. Some differences appear in resources and

expendituree for male and female students; however, in most instances

variations are small and (as noted ahove) probably explained by factors

other than sex. One sex difference that is worth noting is that

independent female students average lower tuitions and higher total

expenditures than independent male students. This suggests that higher

per,entages of independent femalea MAW have dependents of their own and

att.7nd low-tuition institutions.

Et

Perhaps the most important change between 1981-82 and 1983-84 was a

decline in the number of aid recipients who were members of non-European

ethnic minorities (shown in Table 9). Groups included in the minority

category are Blacks, Hispanics, Asians, Pacific Islanders, and American

Indians. In 1981-82 nearly one-third of all aid recipients (0.6

million) were classified as minorities. By 1983-84 only slightly more

than one in four (0.5 million) were so classified. Reflecting this

trend, the number of minorit... aid recipients declined 12.4 percent while

the number of non-minority aid recipients changed little if at all.

Note that the total number of aid recipients (N) in this table is lower

than in most other tables. This reflects the fact that ethnic group

membership, particularly for students of European extraction. is less

often recorded than other student characteristics. Thus, reporting may

be a source of some bias in Table 9. However, identical data collection

procedures were followed during both years studied and the reported

percentages generally approximate information from other sources,
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Table 9

Percent Distribution of AID-1 and AID-2 Recipients by

Minority Status

Minority Non-Minority

1981-82 (N 1.9 million)

Dependent

AID-1 19.0 35.3

AID-2 .7 10.1

Independent

AID-1 11.8 19.4

AID-2 .5 3.2

Total 32.0 68.0

1983-84 (N 1.9 million)

Dependent

AID-1 16.3 34.2

AID-2 .6 8.4

Independent

AID-1 11.4 24.7

AID-2 .5 3.9

Total 2e,8 71.2

131
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indicating that the trends over time can probably be interpreted with

confidence.

Changes in the distribution of non-minority group students si.em

mainly to reflect changes in the CSL program described earlier.

Proportions of non-minority dependent AID-1 recipients remained

unchanged while dependent AID-2 recipients declined. At the same time,

independent AID-1 recipients increased. Minority aid recipients show a

different pattern. For them change only occurred in the dependent AID-1

recipient category, in which their representation declined sharply.

Reasons for this sharp decline cannot be ascertained on the basis of

information contained within the data bases. Nor was there any

legislation passed which affected eligibility for AID-1 programs.

However, declines in minority student aid recipients and minority

stuAent enrollments have been observed in higher education institutions

across the nation. One explanation often given is that cuts in other

domes?Ac programs affecting minorities (such as housing) have caused

such students to drop out and seek employment to supplement family

incomes. Although solving this puzzle is beyond the scope of the

present study, it suggests an imi.ortant topic for ftrthrx investigation.

Table 10 shows the distribution of dollars acroL- resource and

expenditure categories for minority and non-minority students. As can

be seen, minoriity students tend to enroll at lower tuition institutions.

In addition, in the AID-1 dependent category, minority students borrow

considerably less than their non-minority counterparts.
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Table 10

Resources and Expenditures for Dependent and Independent
AI01 and AI02 Recipients By

Minority and Non-,Minority Group Status

Resources

Minority
Dependent
AID1 A102

Independent
AID1 AI02

lionMinority
Dependent Independent

AID1 AI02 AID1 AI02

Grants
1981 11350 $ 96 $1338 $180 $1168 $ 81 81248 $222

1983 1472 121 1249 381 1260 102 1213 355

Loans
1981 289 2208 497 3317 1001 2391 941 2748

1983 542 1936 837 2!:19 13136 2029 9138 2137

Work
1981 417 107 434. 0 319 111 464 115

1963 446 106 598 207 379 44 493 195

Other
1981 90 26 116 102 62 35 BS 141

1983 38 49 78 132 38 20 53 36

Total
1981 2146 2437 2385 3679 2550 2618 2738 3226

1983 2498 2212 2762 2939 2563 2194 2747 2723

Expenditures

Tuition
1981 663 1056 582 852 957 1098 743 926

1983 877 1164 . 691 1116 1153 2391 946 1123

Total
1981 3497 4165 6006 6183 3793 4127 6041 5682

1983 3912 4674 5807 5514 4261 4759 6187 5994
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Marital Status

Tahle 11 compares single and married aid recipients. In 1983-84,

87.4 percent of all aid recipients were single (including widowed and

divorced students), compared to 89.9 percent in 1981-82. Between-year

changes in the single student category again seem to reflect the changed

status of the GSL program (i.e., the characteristic increase in

independent AID-I recipients and decrease in dependent AID-2

recipients). Roughly three out of four single students were AID-1

recipients in later years; however, slight changes occurred within this

category. The percentage of independent students, for example,

increased while the percentage clasafied as dependent students

decreased. During Fhe same time tha proportion of dependent AID-2

recipients also aecree'ea. For married students the pattern was

somewhat different. Very feW married students fell into the dependent

student category in either year. However, as with the single aid

recipients, the percentage of students classified as independent ATD-1

recipients increased. The percentage of all aid recipients classified

as married students also increased.

Table 12 shows the distribution of dollars across resource and

expenditure categories for single and married aid recipients. Again,

patterns are similar to those found in preceding tables (i.e., AID-1

recipients relying primarily on grants, AID-2 recipients on loans, and

higher total expenditures for independent recipients). Married and

single students differ in that married students average lower tuition

expenditures, reflecting the high percentages of married students

attending low-tuition two-year colleges. Also noteworthy are the higher

total expenditure figures for married independent students. These
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Table 11

Percent Distribution of AID-1 and AID-2 Recipients by Marital Status

1981-82 (N 2.3 million)

Dependent

Single Married

AID-1 54.3 .6

AID-2 12.1 .1

Independent
AID-1 21.0 7.9

AID-2 2.5 1.5

Total 89.9 10.1

1983-84 (N 2.2 million)

Dependent
AID-1 51.9 .4

AID-2 10.1 .1

Independent
AID-1 22.5 20.1

AID-2 2.9 2.0

Total 87.4 22.6
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Table 12

Resources and Expenditures for Dependent and Independent
AID-1 and AID-2 Recipients by Marital Status

Resources

Single
Dependent
AID1 AID2

Independent
AID1 AID2

Married
Dependent

AID1 AID2
Independent
AID1 AID2

Grants
1981 $1238 $117 $1405 6256 $1180 $ 21 $1091 $110

1983 1324 102 1315 307 907 0 1087 386

Loans
1981 781 2360 824 2690 637 2998 834 2957

1983 818 2088 1085 2222 847 1668 763 2237

Work
1981 338 112 440 102 567 0 471 73

1983 389 43 559 77 217 0 440 234

Other
1981 102 39 94 78 188 56 146 45

1983 45 29 64 49 0 0 61 98

Total
1981 2459 2628 2763 3126 2572 3075 2542 4185

1983 2576 2262 3023 2655 1971 1668 2351 2955

Expenditures

Tuition
1981 987 1105 779 999 761 650 766 934

1983 1140 1376 989 1248 972 1585 868 1066

Total
1981 3940 4227 5224 5019 4415 6277 7804 8084

1983, 4234 4709 5516 5132 5016 5070 7576 7832
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reflect the imv.et of having dependents of their own to support while

attending college.

Academic Level

The comparison between undergraduate and graduate aid recipients is

shown in Table 13. There is little. if any. change between 1981-82 and

1983-84 in the relative numbers of undergraduate and graduate aid

recipients. During both years. graduate students accounted for less

than 4 percent of all aid recipients. For undergraduates the same

within-group distributional changes appear as reported for single

tudents (namely, the percentage of aid recipients who are independent

AID-1 recipients increased, the percentage who are dependent AID-1

recipients decreased. The proportion of dependent AID-2 recipients also

decreased). Very few graduate aid recipients are classified as

dependent students. Among those classified ss independmit students.

k. recipients increased vubstantially in proportion to AID-2;

however, because graduate aid recipients are so few in number these

changes are dwarfed in the overall picture by the undergraduate

patterns.

The low level of graduate student participation in student aid

programs is in pert a ftrIction of their share of public higher education

enrollment. roughly 9 percent. But it is predominantly a function of

aid program characteristics. First, very few student ald programs

provide old to students attending less than half time, and perhaps as

many as half the graduate student body do so. Second, several of the

largest student ald programs (i.e.. Pell. SEOG and NDSL) award aid

exclusively to undergraduate students. These population and program
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To% ,

Percent Distribution of and AID-2 Recipients by

Undergraduate Graduate Status

Undergraduatt Srsduate

1981-82 (N 2.5 million)

Dependent

AID-1 52.2 .3

AID-2 12.6 .4

Indensndent

AID-1 30.1 1.1

AID-0 2.9 1.4

Total 96.8 3.2

1983-84 (N 2.4 million)

Dependent

AID-1 48.4 .5

AID-2 9.7 .4

Indeperient
AID-1 33.4 1.6

AID-2 3.9 1.1

Total 96.4 3.6
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constraints together explain the seemingly low percentage of aid

recipients accounted for by graduate studenta.

Table 14 shows the distribution of average dollar amounts across

resource and expenditure categories for undergraduate and graduate

students. In terms of differences between dependent and independent

students, patterns for undergraduate students are similar to those of

non-minority and single students. Patterns for graduate students are

substantially different. Graduate students, both dependent and

independent, rely far more heavily on loans than do undergraduates.

Even AID-1 graduate recipients borrow more than they receive in grants.

Another characteristic of graduate students is that they pay higher

tuitions. This reflects the fact that most full-time graduate students

attend doctoral degree-granting institutions. Among public institutions

these average the highest tuitions and the highest total costs of

atten4Aice.

Attendance Statue

In Table 15 full-time and part-time students are compared, where

part time is defined as anything less than a full academic course load.

During both 1981-82 and 1983-84 more than nine out of ten aid recipients

attended college full tme. With respect to changes between 1981-8? and

83-84. the proportions of dependent AID-1 students, both full and part

.Ame. decreased. The proportion of full-time independent AID-1

students decreased. The proportions of dependent AID-2 students, both

full and part time, also decreased. The proportion of independent AID-2

students who were full time decreased slightly, but the proportion of

indanendent AID-2 students who were part time increased substantiallV.
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Table 14

Redourcec and Expenditures for Depandent and Independent
AID-1 and AID-2 Recipients By
Undergraduate and Graduate Status

Resources

Undergraduate
Dependent Independent

AID1 AID2 AID1 AID2

Graduate
Dependent Independent

AID1 AID2 AID1 AID2

Grants
1981 $1246 $; 82 $1356 64 $ 761 $ 893 $ 858 $ 509

1983 1323 92 1259 68 825 216 576 1137

Loans
1981 771 2281 736 2311 3919 4294 3407 3757

1983 790 2047 899 2084 2986 2708 2336 2680

Work
1981 341 127 436 135 467 10 838 31

1983 383 43 470 159 414 18 1243 111

Other
1981 102 38 101 89 301 51 394 208

1983 41 30 50 34 396 0 295 165

Total
1981 2460 2528 2629 2599 5147 5248 5497 4405

1983 2537 2212 2678 2345 4621 2942 4450 4093

Expenditures

Tuition
1981 986 1101 741 793 2185 1290 1510 1312

1983 1112 1363 855 1022 3340 1708 2134 1636

Total
1981 3956 4211 6028 5540 7004 5726 7264 6979

1983 4178 4647 5980 5836 9487 6219 8576 6970
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Table 15

Percent Distribution of AID-1 and AID-2 Recipients by
Full-Time and Part-Time Attendance Status

1981-82 (N 2.5 million)

Dependent

Full-Time Part-Time

AID-1 49.4 2.8

AID-2 11.5 .6

Independent

AID-1 27.3 3.9

AID-2 3.9 .6

Total 92.1 7.9

1983-84 (N 2.4 million)

Dependent

AID-1 47.6 2.3

AID-2 9.6 .5

Independent

AID-1 20.1 4.9

AID-2 3.8 1.1

Total 91.2 8.8
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Table 16 shows the distribution of average dollar amounts for full-

and part-time students across resource and expenditure categories. For

both types the most pronounced difference is between AID-1 and 4I0-2

recipients. AID-1 recipients rely mast heavily on grants and AID-2

recipients most heavily on loans. Within this overall pattern, grants

for part-time recipients are smaller than for full-time recipients, as

one would expect given differences in intensity of attendance. Loans,

however, exhibit only small differences by intensity of attendance.

This may be because most borrowing is done under the CSL program. In

this case transactions are between individual students and banks, and

previous research (Stampen, 1983) shows a tendency for banks to

standardize leans at or near their maximum allowable amounts (i.e.,

$2,500 for undergraduate students and $5,000 for graduate students).

Another difference between full and part-time students is laver average

tuitions for part-time students reflecting the fact that most of them

attend low tuition two-year institutions.

It should be noted here that roughly nine out of ten public higher

education aid recipients are legal residents of the states whose

colleges and universities they attend (Stampen, 1983) and thereby also

benefit from state subsidized tuitions set well (usually 70-75 percent)

below full instructional costs. Non-resident students, on the other

hand, pay tuitions closer to the full cost of instruction. Accordingly,

those non-resident students who qualify for student aid recieve larger

average grants and loans than do state residents. As evidence of this,

Table 17 shows AID-1 recipients with income below the poverty line (far

a 4-person family) by resident/non-resident status. As can be seen, the
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Table 16

Percent Distribution of AID-1 and AI0-2 Recipients by

Full-Time aad Part-Time Attendance Status

Resources

Full-Time
Dependent Independent
AID1 AID2 AID1 AID2

Part-Time
Dependent Independent
AID1 AID2 AID1 AID2

Grants
1981 $1264 $118 $1396 $175 $787 $ 13 $911 $4151983 1345 102 1306 391 776 5 743 61

Loans
1981 810 2362 863 2831 283 2258 493 2446
1983 833 2091 1056 2344 389 1717 413 1823

Work
1981 347 128 467 107 197 16 294 59
1983 389 40 549 185 234 80 254 0

Other
1981 106 39 123 77 31 15 38 204
1983 45 28 70 73 43 31 11 2

Total
1981 2527 2647 2849 3190 1298 2302 1736 3124
1983 2612 2261 2979 2993 1442 1833 1421 1886

Expenditures

Tuition
1981 1012 1122 802 990 606 855 508 782
1983 1154 1391 967 1268 718 1044 621 778

Total
1981 3995 4278 5999 6092 3450 3883 6627 5396
1983 4278 4711 6210 6275 3204 4313 5463 5362
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Table 17

Average -Afton and Total Aid Received by AID-1 Recipients With
Income Below the Poverty Line: By State Residency Status, 1981-82

State Reeident Non-Resident

Tuition Total Aid Tuition Total Aid

Dependent 0758 $2,230 $1,666 $3,350

Independent 688 2,690 1,431 3,657
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average tuition and total aid amounts are substantially higher for the

latter group.

Distribution of Aid Recipients by Type of Institution and Geographic
Region

Figura 2 shows percentages of total headcount enrollment accounted

for by the three types of aid recipients. The five sets of columns

appearing in the figure represent four different types of public

institutions and all public institutions combined. As can be seen in

the box at the bottom, total headcount enrollment in public higher

education remained the same in 1983-84 as it was in 1981-82, at 9.7

million students. Aid recipients as a percent of total enrollment also

remained almost the same (see numbers in parentheses).*

Greater variation is observed in some of the columns representing

different types of institutions. Among research universities,

recipients as a percentage of headcount enrollment declined from 48.8

percent in 1981-82 to 43.3 percent in 1983-84. Host noticeable here is

a sharp decline in AID-2 recipients. Lesser changes are witnessed in

comprehensive colleges and universities although, as with the research

universities, declines occurred in the AID-2 recipient category. Public

two-year colleges accounted for the largest share of total headcount

enrollment. However, these institutions had the lowest percentages of

students receiving aid, 19.6 percent--a large majority of which were

AID-1 recipients and a very small proportion of which were AID-2

recipients. Two factors explain the relatively low levels of

The notable difference within these similar percentages hetween
these two years was a decline in the percentage of AID-2 recipients,
which was largely counterbalanced by increases in AID-1 and AID-3
recipients.
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participation among two-year college students in student aid: the high

proportions of students attending part time and The relatively low

tuition charged by community colleges and public vocational schools.

Distributions of dollars across resource and expenditure categories

for students attending the three largest categories of public

institutions (i.e., research universities, comprehensive colleges and

universities, and two-year colleges) are shown in Appendix H. Patterns

within these tables are similar to those previously shown except that

rwo-year college students borrow less than students attending

comprehensive colleges and universities and the latter borrow less than

students attending research universities. Total resources, tuition, and

total expenditures follow the same progression.

Figure 3, which is constructed in the same manner as Figure 2,

shows the distribution of various kinds of aid recipients across five

geographic regions. The overall columns, of course, are virtually

identical to all institutions in columns in Figure 2. Each region

contains a unique mixture of two- and four-year institutions affecting

the relative proportions of aid recipients within each column.

Accordingly, the previously observed pattern of declining numbers of

AID-2 recipients is much less pronouvmd in the regional than in the

institutional breakdown, because each recipient column includes two-year

institutions, which have relatively few AID-2 recipients in either year.

There are two reasons the proportions are so low in the West.

There are large proportions of students attending community colleges in

that region which have lower tuition, few full-time students and

therefore fewer aid recipients. Second, tuition or fees charged by

comprehensive colleges and universities in California are very low
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relative to the rest of the country, again implying the need for less

aid.

In 1983-84 aid recipients accounted for between 30.7 and 36.8

percent of total enrollments in all regions except the West. Similar

uniformity is shown in proportions of enrollment accounted for by AID-1

recipients (between 23.9 and 29.5 percent). AID-2 recipients (between

4.1 and 6.1 percent) and A1D-3 recipients (between 1.4 and 5.1 percent).

The only exception to the overall 30 + percent plateau, other than the

West, is the North East region in 1981-82. This seemingly higher than

typical proportion in 1981-82 followed by a seemingly sharp decline in

1983-84 is actually an artifact of the sample representation in the two

years, and occurs because of a declining representarion of New York in

the North East Region. As noted, roughly one-third of all the

institutions in the 1983-84 sample were represented in the preceding

1981-82 aample. This degree of overlap did not always occur in

specific states, however, and notably not in New York.

New York has the nation's largest atate student aid system and the

highest proportion enrolled students receiving aid--roughly seven out of

ten compared to three out of ten nationally. Thus, the degree of

representation of New York institutions in the overall sample from the

North Eit;t Region has an atypically large effect on the numbers in that

region: 1983-84 data accurately reflect the chiracteristica of other

states within that region.

Distributions of dollars across resource and expenditure categories

for students attending public colleges and universities within the five

geographic regions are shown in Appendix H. Variations across regions

in resources and for dependent and independent AID-1 and A/D-2 recto-
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tents appear to be modest and conform to earlier described patterns.

Also, institutions in the South/Southwest and West average lower

tuitions than other regions. There is little variation among the reg-

ions in terms of average.grants, work study awards and aid from "other"

sources. The variable showing the greatest instability is loans.

§221E2M

Several important patterns emerge from the preceding discussion of

aid recipient characteristics. One is overall stability in the number

of public college aid recipients as well as headcount enrollments.

Another is changes in the characteristics of aid recipients, including

sharp declines in the number of aid recipients from ethnic minority

groups. A third is changes in the distribution of aid recipients stem-

ming from altered requirements for the GSL program between 1981-82 and

1983-84.

In most respects student aid remained a stable source of support

for students attending public colleges and universities during the two

years studied. Aid recipients as a percent of total enrollment remained

at or near the 30 percent figure of 1981-82, and total enrollments

remained unchanged during both years. One could even argue that the

distribution of aid became more equitable, iwthat a higher proportion

of recipients qualified under stringent Pell and Utaform Methodology

needs standards (i.e., more students became AID-1 recipients).

However, uithin this pattern of overall stability, characteristics

of aid recipients as well as the distribution of aid were somei:hat

altered, and for one group, importantly so. There was a 12.4 percent

decline in the number of ethnic minority recipients--due mostly to
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declines iz the proportions of dependent AID-1 recipients. Overall.

reduced numbers of minority aid recipients were counterbalanced by

increased numbers of older, non-minoritr, independent, married, and

part-time recipients. Why this occurred demands further study using

these and other data bases. Another discernible trend was increasing

numbers of students receiving aid awarded on the basis of academic merit

or on other criteria independent economic need.

The distribution of aid also seems to have been affected by the

Largest federal student loan program. OHL, becoming nied based between

1981-82 and 1983-84. Here again the reasons are not entirely clear. On

the one hand, some former GSL recipients may have ceased participating

after needs requirements were added to the programthis is suggested by

the slowly declining number of AID-2 rzcipients between the two years.

But on the other hand, some msy have applied for other forms of need

based assistance thereby augmenting the number of independent AID-1

recipients. A third explanation for increases in AID-1 recipients may

simply be that new constituencies (for example, old'Ir students)

increasingly applied for AID-1 programs. In any case, the number of

AID-2 recipients--students reliant primarily on GSL loans and attending

four-or-more-year colleges and universities--declined in number, as did

the average amounts borrowed by auch students. Also, this occurred

without any discernible effect on enrollment.
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5. STUDENT RESOURCE AND EXPENDITURE SURVEYS

This final section of the report provides an analysis of four

stutont reaource and expenditure surveys conducted in 1982 and 1983 in

Arizona, California, New York and Wisconsin (Stampen and Fenske, 1984),

in order to compare characteristics and resource and expenditure

patterns of students who receive aid with those of students who do not

receive aid.

As noted earlier, these four data bases were separately

constructed. Also, individually, these states are not representative of

the nation as a whole. However, two reasons Justify the grouping

together of the data from the four surveys co make overall comparisons

by aid category. First, the general reliability of the data bases is

attested to because of the dramati.:.ily similar findings, both among the

first surveys and also between the four surveys and the nationally

representative data bases. Second, the four state studies shared

substantial similarities in general purpose, types of students and

institutions represented, and specific information collected. Because

of these similarities the same three aid recipient categories employed

in the notionally representative data bases can be compared with a

fkuro cstegory found only in the state data bases--the nonaid

recipieutt Bxoup (NAID).

"Ms fonretate survey data, an shown in Figure 4, indicate that

ondeRgraduate students in all aid categories are

.overwhelmingly mingle (our figures include widowed and divorced

students). Distxibution by sex is also relatively similar across aid

caregoetge (pepment female hovering between the 50 and 60 percent mark).

Not surprisingBy, the different aid groups have substantially different
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pnrental incomes--average parental incomes of AID-1 recipients, for

example, are less than half those of non-aided students (l-AID). AID-1

recipients are also disproportionately minority, and disproportionately

independent (i.e., not receiving support from their families).

Student expense comparisons are shown in Figure 5.* Students of

all aid types pay about the same to attend college. This appears to be

Zrue both across and within spending categories--including tuition and

fees, books and supplies, room and board, t7ansportatiod end personal

expenditures. With respect to the last category, it does appear that

AID-1 recipients spend more for personal maintenance than other

students, but students in this category also differ from others in that

higher percentages of them are independent students (many of whom,

although mostly single, have dependents of their own).

Resources for financing college attendance vary more than

expenditures. However, as shown in Figure 6, the variation is largely

what one would expect given the previously described national patterns.

For example, AID-1 recipients rely most heavily on grants, followed by

loans and least on parents. AID-2 recipients rely most heavily on

loans, followed by personal resources, work, grants, and parental

assistance. AID-3 recipients rely on parents, work, and grants in that

order. Finally, students who do not receive either grants or loans

(N-AID), rely primarily on parental asaistance, followed by personal

resources and work.

Note that in Figures 5 and 6 rompariscta are made rn the basis of
percents of "One 7ndex Dollar." This indicator averageh the distribu-
tion of dollars across the AID-1 - N-AID categories and expresses the
result in terms of a hypothetical "Index Dollar" (i.e., 100 percent).
Within a given resource or expenditure category, this indicator pt.:4.m
the percent of dollars accounted for by ctudenta within each of the.:
various AID/N-AID categories.
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AIB-1 recipients in Figure 6 are also distinctive in that, by a

considerable margin, they average fewer dollars from work than other

groups. However, this may be more reflective of lover earnings than

lower levels of employment, since Table 18 indicates relatively

comparable levels of work for all aid groups. Indeed, ATB-1 recipierls

tend to have higher levels of employment during the school year than

other groups.

Information On academic achievement is also shown in Table 18 for

two of the state surveys. The University of WisconsinMadison survey

asked about high school class rank, and California surveyed students

about grades in college. No discernible differences appear in the

academic performance of the ,,arious types of students in either survey.

In every category more than eight out of ten of Wisconsin's students

graduated in the top third of their high school classes and in

California the average grade for all students was a B.

Evidence on academic achievement based on only two state surveys

naturally does not warrant firm conclusions about overall conditions or

general behaviors. However, that such conditions are widespread is at

least plausible--particularly when one considers that most aid

recipients in both the state and national studies had already completed

one or more years of college, thereby demonstrating an ability to

persist in academic environments. Such persistence would be difficult

without the reward of adequate grades. Indeed, it is well known that

dropout rates are high and that one of the most observed characteristics

of dropouts is poor grades. Thus, to the extent that most aid

recipients are survivors of such screening, their average levels of

academic performance can be expected to differ little from those of

nonaided students.
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TABLE 18

Work and Academic Achievement by Aid Recipient Category
(Full-Time Undergraduates)

Work
Percent (Percent
Summer Semester)

Academic Achievement

AID 1 AID 2 AID 3 NAID AID 1 AID 2 AID 3 NAID

California 71(67) 76(69) 79(70) 83(75) 3.0 3.0 30 3.0
GPA GPA GPA GPA

CUNY ND(61) ND(56) ND(53) ND(48) ND ND ND ND

SUNY ND(84) ND(42) ND(63) ND(58) ND ND ND ND

Wisconsin 85(61) 89(58) 82(38) 83(46) Top Top Top Top
1/3 HS 1/3 HS 1/3 HS 1/3 HS

Research unive sity only
*ND indicates no data
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To the extent thac barriers to higher education are economic,

analysis of both state and national data suggests that aid is equitably

distributed. Those who receive aid according to the most stringent

needs tests (i.e., AID-1 recipients) come mostly from law income

backgrounds. That student aid also fills a need is shown by the fact

that costs of attendance do not vary greatly across categories of

studcari, while sources of support do. 7c also seems apparent that the

cost of college attendance is great enough, and resources sparce enough,

to encourage high levels of summer and school year employment for all

kinds of students. Such high levels of work at least suggest that

without aid those in the lowest income categories would be unlikely to

compensate through yet more work for deficiencies in their economic

circumstances.
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APPENDIX A

Technical Supplement

Sampling Procedures

From a population of 1,357 public institutions of higher education,

those with enrollments of 500 or more wore identified. These institu-

tions were arranged by type of institution and region, creating "type-

region" strata or cells. Five institutional types (using Carnegie Com-

mission classificationsresearch, comprehensive, liberal arts, two-

year, and special) and five geographical regions (North Central. Hid-

Atlantic, North East. Southwest, and West) were specified, for a total

of 25 "type-region" cells. WithiO each cell, institutions were rank

ordered by size of enrollment and a random sample of institutions vas

then drawn from the population of institutions with enrollments of 500

or more, proportionate to the total number of institutions falling into

each of the 25 cells. Thus, this was a stratified, random sample of

institutions.

The sample which woo chosen constituted a 20 percent proportionate

cell sample. The random selection process can be simply described for a

hypothetical type-region cell of 30 institutions. The first step is to

compute the size of the desired subsample of institutions - in this

example, by taking 20 percent of 30, or 6. This cell would then be

partitioned into 6 equal divisions. The divisions sre randomly assigned

an "A" or "B" designation so that there are roughly equal numbers of A

end B divisions. Institutions within esch division are then randomly

assigned a number between 1 and 5. Selection may then proceed by first

selecting all ones in division "A" and ell twos in division "B" until

the type-region sub-sample is complete. Other arrangements for

selecting the subsample of institutions which are suitablz to the
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research design may be used. For example in the 1981 data base only

"1-A and 1-3" institutions were selected; in the 1983 data base "2-A and

1-B" institutions were selected to construct sample overlap with the

1981 data base.

The method assured completely random selection of institutions

while at the same time representing an even distribution of sizes of

enrollments within each "type-region" stratum.

Data Cillection

Packets of materials (including request to participate, an

estimated number of survey instruments, an institutional questionnaire,

instructions for selecting individual aid recipients, and instructions

for completing forms) were sent on to chief administrative officers

under cover of the appropriate sponsoring association (American

Association of Community and Junior Colleges, American Association of

State Colleges and Universities, or National Associations of State

Universities and Land Grant Colleges).

In the 1981 sample, 226 of 269 institutions contacted agreed to

participate; in the 1983 sample 216 of 270 institutions agreed. At

participating institutions, financial aid officers or their staff

conducted the selection of individual student records. The procedure

began by computing the number of recipients to be.included in the

sample, randomly selecting the first record from the first ten recorde

to be drawn from a master list of aid recipients, and then completing

the procedure by zelecting every subsequent fortieth student. A student

aid survey was completed for each aid recipient selected in this manner

and sent to the investigators.

If the number in the subsample is nor divisible exactly by 5, the
extra institutions are then available as replacement institutions if s
sample institution declines to participate.
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Preparation of Data

Processing of raw data involved visual inspection of each student'

record by a feam of graduate students who then checked, via telephone,

questionable or unclece: information. The following were responses to

typical questions.

1) The data'did not inclndt those who received aid during anly

the second half of Ole year but did include those receiving

non-government funding; those receiving non-need types of aid

only; students who withdrew after receiving their award;

those who may not have completed a Financial Aid Form and

those who received short term loans.

2) Where necessary (i.e.. fov commuter students) the roum and board

casts used were those values estimated by the institdtien in

determining that particular student's aid package.

3) Institutions were asked to use their financial aid office filea

but were not asked to go to othmr sources (such as academic

departments) for information.

4) In the case of dependent students, the income amount peed was

parental Internal Revenue Service (IRS) adjusted gross incoae;

and for the case of independent students, it was the student's.

IRS adjusted gross income.

In 1981, the raw data were coded by NIICU DW.74 bervicee,

Washington, D.C. and in 1983 the raw data were ,1/4eCjed and keyvanct.41:r.

Datashop Compatiii; Services, Janesville, Wisconsiti, after selach the

final data bases were checked by the investigators both manual11.1nd vt

computer. The final data were based on an 84 percent return f.tte for

1981-82 and an 80 percent rate of return for 1983-84 with proportionate

representation of all five types of institution@ and regions of the
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country. Individual institution samples varied from less than 10

student aid records to more than SOO and the final data bases contained

11,970 student aid records amd 10,200 student aid records, respectively.

WeightingTrodedu're

Following Arthur Kirsch's methodology, the data were weighted to

reflect the actual numbers of students being represented by the samp.

The construction of weights (WT) involved the computation of three

factors: an individual school weight projecting from the school sample

size to the total number of recipients in the school ()TI); a cell

weight projecting from the cell sample size to the number of

institutions (WT2); and a final weight projectin from each individual

student record to all studem aid recipients in the country (WTI * WT2).

Weights were computed by dividing the number of units in the

population by the rrt.iter of units actually obtained in the sample. This

Value, multiplied by the percentage of return (number of actual

units/number of desired units in the sample) provided the desired number

of wnits represented..

For erample, each student record sampled was to represent 40

student aid recipients, and aid officers were given instructions to draw

such a sample. In a school with 400 aid recipients, then, the desired

sample size would be 10 records. But if the institutions only provided

8 records, each record would only represent I out of 50. The weight for

this school then would be 400/8 (or SO).

Similarly, each institution in the e../ile was to represent five

institutions within its "type-region" :,J'yield a 20 percent sample

of all public higher education instituti,..te ,Irim.,tnrollments over 500.

If there were 19$ institutions in the cell, the desired sample size

would be 39 institutions. But, if only 27 institutions agreed tc
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participate, each institution in that cell would represent one out of 7

and not one out of five institutions. The weight for this "type-region"

cell, then, would be 198/27 or 7.3. Again, this factor multiplied by

the percentage of return would provide the desired proportion of

institutions within each cell. Tbus, at the national level the 11,970

records in the 1981 sample - after weighting - represented 2.9 million

student aid recipients and the 10,200 records in the 1983 semple--after

weighting--represented 2.7 million student aid recipients. In other

words, one student represented approximately 250 students nationally.

Of course, for a particular individual from a specific institution, the

actual number of students he/she represented varied.
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Appendix B

Number in Populttion and Sample Institutions by Type of
Institution and Geographic Rwion

Research
Universitiesn.

Comprehensive
Universities
and Colleges

North Mid- North
Central Atlantic East South Nest Totals

27 N . 113
511,. 21

46 N 139
9 n . 59

N

N
n

28 N
4n.

71 N
11 n

19 N 12 N 27 N4n. 2n. 6n.
71 N - 44 N 107 N
12 u 7 n 20 n

Liberal Arts N 1N. 2N. IN. 5N. 2N. 11
n In. ln. In.kn. ln. 5

Two-Year N 187 N 198 N 83 N 187 N *. 193 N 848

n 26 n 27 n 12 n 32 n 29 n - 126

Others, N 5 N 6 t1 14 N 12 N 9 N . 46

Special n In. On. 2n. In. ln 5
Totals N 292 N 25f, N 154 N 338 N 277 N .1357

n 43 n 44 n 24 n 60 n 45 n 216

N number of institutions with enrollments of 500 or more.

n - number of randomly selectkot institutior in each rer.1011/tYPn

cell choosing to participat0.
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Appendix C

Partial List of Variables Available in The Public Higher Education
Student Aid Study Data Base

INSTITUTIONAL VARIABLE
FICE Code
Type of Institution
State
Region of the Country
Total Graduate and Undergraduate Enrollment
Total Graduate and Undergraduate Aid Recipients
Total Undergraduate Aid Recipients
Total Tuition and Fees Revenue. 1983-84
Total Educational and General Expenditures. 1983-84
Total Dollar Value of Institutionally Funded Aid
Dollar Value of Donar Restricted Aid
Dollar Value of Uncollectable Student Accounts Receivable
Number of Completed Student Aid Records in Sample

STUDENT DEMOGRAPHIC VARIABLES
Registration Status
Academic Level
Local Residence
Age
Sex
Minority Cnde
Marital Status
Number of Dependent Children
Dependency Status

STUDENT FINANCIAL AID VARIABLES
Parental IRS Adjusted Grous Income
Father's Earnings
Mother's Earnings
Student's Non-Taxable Incame
Student Vet Education Benefits
Parent's Federal Income Tax Paid
Number in Parent's Family
Medical Expenses
Unreimbursed Elementary and Secondary Tuition
Independent Student's Net Assets (A spouse)
Student's Non-Taxable Income
Student's Income Tax Paid
Parent's Home Equity
Parent's Small Business Er Farm
Parent's Other Assets
Student's IRS Adjusted Gross Income
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STUDENT FINANCIAL AID VARIABLES (continued)
Parent's Expected Contribution
Student's Expected Contribution
Number of Parent's or Student's Family in College
Tuition and Fees
Room Charge
Board Charge
All Other Budgeted Costs for Students
Total Costs for Students
Institutional Non-Need Based Grants
Institutional On-Campus Earnings
Institutional Fellowships
Institutional Assistantships
Institutional Loans
Institutionally Financed FISL/GSL
Institutional Employee Benefits, Discounts, Waivers
Institutional Employee Discounts/Waivers for Dependents
All other Institutional Aid
Federal Pell Grants
Federal SEOG
Federal NDSL
Federal CWSP
Federal PLUS loans
Federal Alas loans
Federal Social Security payments
Federal Health Professional Loans
Federal Nursing Grants
Federal Nursing Loans

Other Federal Aid
State Merit Based Grants
State Need Based Grants (including SSIG)
State Entitlement Grants
State College Work Study Programs
State Rehabilitation Grants
All Other State Aid
Miscellaneous Grants
Loans from Outside Sources
Off Campus EaruIngs
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Appendix D

:sexary of Major Student Assistance Programa

Pell Grants

(Named after Rhode Island Senator Claiborne Pell and formerl? called the

Basic Educational Opportunity Grant program.) Provides grants to

assist qualified undergraduate students based on financial needs which

are determined by applying a formula to income, assets, and other

information provided on a needs analysis document. This "eligibility

index," in combination with a calculated cost of attendance at the

institution and the student's enrollment status (part time or 11

time), results in the actual dollar value of the award. The MAXiMUM

award allowed in 1983-24 was $1,800.00 or one half the cost of

attending, whichever wa, lower. The minimua was $200.00. Students

receiving aid under this program may attend public, independent, or

proprietary postsecondary educational institutions.

SEOC

(Supplemental Educational Opportunity Grant.) Provides grants to assist

students with exceptional financial need. Federal grants are

distributed through institutions which select students to receive the

award. The minimum award allowed in 1:983-84 was 8200.00. The maximum

was $2000.00. Students receiving aid under this program may attend

public or independent non-profit postsecondary educational institutions.
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NDSL

(National Direct Student L4qkdi f`to..ides lov interest loans to students

bared on financial need. NDSL ionds are allotted t*.sral.'es by a formula

based on the number of full-time students nationally. Funds to the

institutions make up 90 percent of the loan fund and institutions

contribute 10 perzent. Terms of the loans for the 1983-84 year included

5Z interest rate, repayment beginning six months after graduation with

up to 10 years to repay. Maximum loans were $3,000.00 for students in

vocational programs or with less than 2 years completed toward a

bachelor's degree; $6,000.00 for undergraduates in at leact the third

year toward a bachelor's degree; and $12,000.00 for graduate or

professional students. Students receiving aid under thls program may

attend public or independent non-profit postsecondary educational

institutions.

CWSP

(College Work-Study Program.) Provides students who have financial need

with jobs as part of their financial aid package. Crants flow to

institutions for partial reimbursement of wages paid to students working

on-campus or off-campus in public or non-profit organizations. The

institution's allocation covers 80 percent of the wages and the

remainder is paid by the institution, employer, or some other donor.

Both graduate and undergraduate students are eligible, though most of

these funds go to undergraduates. The amount a stwient can earn depends

on financial need and the amount of money the institution has available.

Students receiving aid under this program may attend public or

independent non-profit postsecondary educational institutions.
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GSL

(Guaranteed Student Loan.) A federally subsidized corporation, Sallie

Mae, buys loans from commercial lenders and same educational

institutions acting as direct lenders. The latter institutions provide

loans at below market interest rates and these loans are free frem

interest charges while a student is enrolled in an educational program.

GSLs were based on financial need during 1983-84. Interest rates for

the 1983-84 academic year were original borrowing rates (i.e. 6-9%) for

students with outstanding GSLs and 8% for new borrowers. The maximum

yearly loans and total outstanding debt allowed were: $2,500.00 and

$12,500 for independent undergraduates; $3,000.00 and $15,000.00 for

independent undergraduates: and $5.000.00 and $25,000.00 for graduate or

professional students. Students receiving aid under the program may

attend public, independent, or proprietary postsecondary educational

institutions.

SSIG

(State Student Incentive Grant.) Provides assistance to students with

financial need on a 50-50 cost-sharing basis between federal and state

governments. Funds are allotted to states as an incentive for states to

establish and maintain grant assistance programs for undergraduate

students. The states determine specific dollar amounts and oust

administer the funds through a single state agency which receives no

federal allowance for administrative costs. The maximum grant permitted

under SSIG is $1,500 per academic year. Students receiving aid under

this program may attend public or independent non-profit postsecondary
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education institutions, or for-profit proprietary institutions if state

laws permit.

Veterans Administration Payments

Provides assistance to veterans under four programs: 1) Ca. Bill

Educational Assistance Program: 2) Vocational Rehabilitation Program;

3) Dependents' Education Assistance Program: and 4) Contributory

Educational Assistance Program. The C. I. Bill provides up to 45 months

of full-time schooling or on-tle-job training for eligible students.

The Vocational Rehabilitation program provides full cost of training and

a subsistence allowance up to 48 months. The Contributory Educational

Assistance Program matches on a 2 ;cr. 1 basis money which participants

put aside while in the sOrvire, The Dif.rndents' Education Assistance

Program provides up to 4S months of fuli-tme training for elUible

dependents of deceased veterans. Pt4danie receiving aid under these

programa may attend any postaecomiary adurationel proArmaapproved by

the Federal Veteran's Administration.

Social Security Payments

Until May 1982 this program provided assistance to students with at

least one parent who vas a deceased, totally disabled, or retired Social

Security participant. Average payment was.more than $2,000 per year.

By 1985. 1.;.ingrers will have eliminated educational benefits for

participants and sharply reduced benefits for those currently enrolled

in college. During academic year 1983-84 the educational benefits

program was fully operational and eligible students were required to be

full-time undergraduates not over 22 years of age.
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Nursing Loans and Grants

Provides .ecistance to students in accredited schools of nursing

educa, 'For long-term low interCat loans, individual schools select

recipients. For 1983-84, maximum loans available were $2.500 and the

total outstanding loan could not exceed $10,000. Interest rates were

31. Funds for grants to assist students with "exceptional financial

need" are also disteiboted by the institution but based on financial

need. Maximum grants for 1981-82 were $2,000.

Health Profession Loans and Grants

Provides assistance to students in accredited schools of medicine,

dentistry, osteopathy, optometry, pharmacy, podiatry, and veterinary

medicine. Participating institutions are responsible for selecting loan

and grant recipients. The maximum loan allowed during 1983-84 use

$2,500. Grants are awarded to first year. full-time students, and are

limited only to unmet need.

State Programs

Individual states provide their own grant, loan, or work-study programs.

although few states provide all throe rorus of assistance. ln many

cases major state grant programs are associated with the federal SSIG

program and state loan programs are often linked with the federally

subsidized GSL program. A minority of states provide o broad range of

special purpose student assIstance programs with widely varying terms

for student eligibility. State programs provided approximately $1.1

billion in student assistance altogether during academic year 1983-84.
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Institutional Programs

Individual public colleges and universities may also provide student aid

in a variety of forms such .es student assistantships, on- and off-campus

employment opportunities, or externally sponsored programs administered

by institutions or individual needs in departments. Merit and athletic

scholarships are examples of the latter. Terms of student eligibility

vary greatly from one institution to another, except that in most cases

aid from institutional sources accounts for a very small proportion of

aid distributed from all sources.

Other Programs

Government-sponsored student assistance prograts are augmented by a vide

variety of programs funded by private sources such as private

individuals, corporations, labor unions, and benevolent organizations.

In same cases these programs are administered by the institution, but in

others they are administered directly by sponsoring individuals or

groups. Aid from these sources generally represents a very small

proportion of aid recorded by institutional student aid offices.
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Appendix E

Public Higher Education Student Aid Study Participants by Type of

Institution

UNIVERSITIES 1983-1994

Indiana State University, IN
Western Michigan University, MT
University of Missouri - Rolla, MO
University of Wisconsin - Madison, WI
Kent State University, OH
College of William and Mary, VA
Virginia Polytechnic Institute and State

University, VA
Rutgers University - Vew Brunswick, NJ
Unit,ersity of Rhode 'Leland, RI
CUNY Graduate School and University .0-1nter, NY
Auburn University, AL
University of Arkansas, AR
University of South Florida, FL
University of Tennessee - Knoxville, TN
University of Colorado - Boulder, CO
University of Montana, MT
University of Nevada - Reno, NV
University of Oregon, OR
East Texas State, TX
University of Kentucky, KY
University of New Mexico, NM

COMPREHENSIVES - COLLEGES AND UNIVERSITIES

Washburn University - Topeka, KS
Eastern Michigan University, MI
Grand Valley State College, MI
Northern Michigan, MI
Oakland University, MI
University of Minnesota - Duluth, MN
Missouri Western State College, MO
Chadron State College, NE
Wayne State College, NE
Minot State College, ND
University of Wisconsin-River Falls, WI
St. Mary's College of Maryland, MD
Trenton State College, NJ
East Carolina University, NC
Pembroke State University, NC
University of North Carolina - Charlotte, NC
University of North Carolina - Wilmington, NC
Cleveland State University, ON
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Slippery Rock State College, PA
Concord College, WV
West Virginia Institute of Technology, WV
Rutgers University Camden, NJ

Mansfield State University, PA
University of Maine Farmington. ME
Bridgewater State College, HA
Framingham State College, MA
University of New Hampshire Keene State

College, NH
SUNY Brockport. NY
SUNY Oneonta, NY
SUNY College of Technology, NY
University of Arkansas Monticello, AR
Arkansas Technical University, AR
Florida Atlantic University, FL
Fort Valley State College, GA
West Georgia College, GA
Eastern Kentucky, KY
Nichols State University, LA
McNeese State University, LA
Southeastern Louisiana University, LA
Central State University, OK
South Carolina State College, SC
East Tennessee State University, TN
Middle Tennessee State University, TN
Angelo State University, TX
Mido/stern State University, TX
Tarlatan State Universityl TX
University of South Carolina Spartanburg, SC

Auburn University Montgomery, AL

Corpus Cristi State University, TX
California State University Los Angeles, CA

California State University Dominpaues Hills, CA

California State Polytechnical University
Pomona, CA

San Jose State ljuivernity, CA
Western State College, CO
Western Montana College, MT
Eastern New Mexico University, NM
Weber State College, UT
University of Hawaii Hilo, HI

Mayville State College, ND
University of Maryland Eastern Shore, MD

University of Maine Machias, ME
Laredo State University, TX
Mesa College, CO
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Belleville Area College, IL
Elgin Community College, IL
Highland Community College, IL
Kaskaskia College, IL
Indiana Vocational Technical Center
Morton College, IL
Sauk Valley College, IL
North Iowa Community College, IA
Glen Oaks Community College, MI
Brainerd Community College, MN
Metropolitan Community College, MD
Rocheeter Community College, MN
St. Louis Community College - Florissant Valley. MO
Moberly Area Junior College, MO
McCook Community College, NE
North Dakota State School of Science, ND
William Rainey Harper College, IL
Scott Community College, IL
Hawkeye Institute of Technology, IA
Macomb Community College Center Campus, MI
Gateway Technical Institute, WI
College of Lake County, IL
Nicolet Area Technical College, WI
State Communily College of East St. Louis, MO
Indiana Vocational-Technical College -
Indianapolis, IN

Metropolitan Technical Community College, NE
Allegheny Community College, MD
Hagerstown Junior College, MD
Atlantic Community College, NJ
Cuyahoga County Community College, OH
Kent State - Trumbull Regional Campuc, OH
Butler County Community College. PA
Pennsylvania State University - Kensington, PA
University of Pittsburg - Bradford, PA
Tidewater Community College, VA
Virginia Western Community College, WV
Wytheville Community College, VA
Ashville-Buncombe Technical College, NC
Montgomery County Community College, PA
Wilson County Technical Institute, NC
Clark Technical College, OH
Cape Fear Technical Institute, NC
Beaver County Community College, PA
Luzerne Community College, PA
Somerset Community Cetlege, KY
Sampson Technical College, NC
Halifax Community College, NC
Cleveland Technical College, NC
Nash Technical College, NC
Roanoke-Chowen Technical Institute, NC
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Garrett Commurtty College, MD
Forsythe Technical & Institute, NC
Manchester Community College, CT
Massasoit Community College, MA
New Hampshire Technical Institute, NH
SUNY - Agriculture and Technical College. NY
Tri County Communty College,
Jeffferson Community College, NY
Mohawk Valley Community College, NY
Nassau Community College, NY
Wake Technical College, NC
New Hampshire Vocational Technical College, NH
Tunxis Community College, CT
Bunker Hill Community College, MA
College of Staten Island. NY
S.D. Bishop State Junior College, AL
Snead State Junior College, AL
West Arkansas Community College, AR
Chipola Junior College, FL
Polk Community College, FL
Abraham Baldwin Community College, CA
Kennesaw College. CA
Holmes Junior College. MS
Northeast Mississippi Junior College, MS
Utica Junior College, MS
Western Oklahoma State College, OK
North East Oklahoma Agricultural and Mechanical

College, OK
University of South Carolina - Sumter, SC
University of South Carolina - Lancaster. SC
Columbia State Community College, TN
Bee County College, TX
Cook County College, TX
Henderson County Junior College, TX
Lee College, TX
Panola Junior College, TX
Paris Junior College, TX
Wharton County Junior College. TX
Horry-Georgetown Technical College, SC
University of Kentucky Community College, KY
Valencia Community College, FL
Chesterfield-Marlboro Technical College, SC
Macon Junior College, CA
Hillsborough Community College, FL
Richland College, TX
Eastfield College, TX
South Oklahoma City Junior College, OK
Bossier Parish Community College, LA
East Arizona College, AZ
Bakersfield College, CA
West Hills College, CA
Cypress College, CA
Fullerton College, CA
Gavalon College, CA
Los Angeles-Pierce College, CA
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Sacramento City College, CA
Merced Community College. CA
Mira Costa Community College, CA
Maps Valley Community College. CA
San Diego-Mesa College, CA
San Jose City College, CA
Santa Monica College, CA
Sierra College. CA
Victor Valley College, CA
Arapaho Community College, CO
Miles Community College, MT
Mew Mexico Junior College, NM
Blue Mbuntain Community College, OR
Claisop Community College, OR
Collegr of gastern Utah , UT
Bellvue CommurLty Clllege, WA
Tacoma Community College, WA
DeAnza College, CA
Clackamas Community College, OR
Pikes Peak Community College , CO
South Seattle Community College, WA
Los Angeles Mission College, CA

University of Illinois Center, IL
Environmental Science and Forestry. NY

U:dversity of Connecticut School of Medicine, CT
University of Houston - Health Sciences, TX

1981-82
University of South Dakota, SD
University of North Dakota, ND
Indiana State University-Main, IN
Western Michigan University, MI
University of Iowa, IA
Purdue University, IN
University of Wisconsin-Madison, WI
University of North Carolina-Greensboro, NC
Kent State University-Main. ON
University of Maryland-College Park, MD
University of Maine-Orono, Mt
University of Missisaippi,-Main, MS
University of Arkansas-Main. AR
University of Louisville, KY
University of Kentucky, KY
Texas Tech University, TX
University of Florida-Gainesville, FL
University of California at Santa Cruz, CA
Washington State.University, WA
University of California at Berkeley, CA
University of Montana, MT
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COMPREHENSIVE - COLLEGES AND UNIVERSITIES
Peru State College. ne
Metropolitan State University, MN
Minot State College, ND
Indiana State University-Evansville, IN
Saginaw Valley State College, MI
Northwest Missouri State Univetsity, MD
Winona State University, MN
Washburn University of Topeka. XS
Grand Valley State College, MI
University of Wisconsin-LaCrosne, WI
Oakland University, MI
Southwest Missouri State University, MO
Eastern Michigan University, MI
Concord College, WV
Lock laven Stete College, PA
Central State University, OH
Mansfield State College, PA
Frostburg State College, MD
University of North Carolina-Wilmington, NC
North Carolina Central University, NC
University of Baltimore. MD
Sli7;ery Rock State College, PA
George Mason Uni'ersity, VA
William Paterson College, NJ
Youngstown State University. Off
Lniversity of liaive-Farmington, ME
North Adams State College, MA
University of New Hampshire Plymouth State College, NH
Framingham State College, MA
State University of New York College at Cortland, NY
Bridgewater State College, MA
State University of new York College at Cortland, NY
Bridgewater State College, MA
State University of new York College st Brockport, NY
City University of New York Oueens College, NY
University of Oklahoma Science 1. Arts, OK
Savannah State College, GA
Mississippi University for Women, MS
Louisiana State University in Shreveport, LA
Auguste College, CA
Florida Agricultural and Mechanical University, FL
West Texas State University, TX
Louisiana Technical University, LA
StePhen F. Austin State University, Tt
University of Texas, El Paso, TX
Fora Valley State College, CA
Mississippi Valley State University, MS
South Carolina State Collcge, SC
Midwestern State University, TX
McNeese State University, LA
Angelo State University, TX
Southeastern Louisiana University, LA
Florida Atlantic University, FL
Central State University, CK
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Lewis-Clark State College, ID
Southern Oregon State College, OR
Eastern Washington University, WA
Portland State University, OR
California State University-Northridge, CA
University of Hawaii-Hilo, HI
Western State College-Colorado, CO
California State University-Hayward, CA
California State Polytechnic University-Por.

Mayville State College, ND
Lincoln University, PA
University of Maine at Mathiv
University of South Carolina n SC

Southwestern Community College. IL
Brainerd Community College, MN
Itasca Community College, MN
West Shore Community College, MI
Haskell Indian Junior College, KS
Seward County Community College, KS
Mineral Area College, MD
Black Hawk College East Campus, /1.
Highland Community College. KS
Scott Community College, IA
East central Missouri District Junior College, MO
Highland Community College. IL
Southeastern Illinois College, IL
Maple Woods Community College, MD
love Central Community College, /A
Northwestern Michigan College, M/
Rochester Community College, MN
Anoka-Ramsey Community College. MN
Morton College, IL
North Dakota State School of Science, ND
Western Wisconsin Technical Institute, WI
Waubonsee Community College, IL
Lewis and Clark Community College, IL
Elgin Community College, IL
St. Louis Community College-Forest Park, IL
City Colleges of Chicago Wright College, IL
St. Louis Community College at Florissant Valley, MO
William Rainey Harper College, IL
Milwaukee Area Technical College, WI
Garret Community College, MD
Roanoke-Chowan Technical College, NC
Blue Ridge Technical College, NC
Edgecome Technical College, NC
Ohio University Zanesville Branch, OH
Pennsylvania State University-Worthington Scranton Campos.

OH
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Ohio University Chillicoe-dr ALTIch, OH
Nash Technical Institute,
Pennsylvania State University-A:es' Kensington Campus, PA

Dabney S. Lancaster Community Colltg7. VA
Robel.n Technical College. NC
North Central Technical Collego,
Craven Community College. NC
Kent State University Trumbull Regional Campus, OH
Southeastern Community College, VC
.Mountain Empire Cove:unity College. VA
Lenoir Community College. NC
Forsyth Technical Institute, NC
Lehigh County Community College. PA
Lucerne County Community College. PA
Central Virginia Community College, VA
Atlantic Community College. NR
Thomas Nelson Community College. VA
Essex County College, NJ
J. Sergeant Reynolds Community College. VA
Montgomery College Rockville Campus, MD
Central Piedmont Community College. NC
North Country Community College. NY
Sullin..e, County Community College. NY
Thamet Valley State Technical College. CT
Northwestern Connecticut Community College. CT
State University of Ne.: York College at Cobleakill, NY
Corning Community College. FT
State University of Nem York College at Morrisville. NY
Berkshire Community Collegc, MA
Bristol Community College,. MA
Bunker Hill Community College, MA
Springfield Tecltnical Community College. MA
City University of New York BroneCommunity College. NY
City Univers:icy of New York Burough at Manhattan
Community College. NY

Naosau Community College, NY
East Central Junior College, MS
Patrick Henry State Jvtior College. AL
Louisianc State University-Eunice, LA
Southern University Shreveport-Bossier City Campus. LA
Panola Junior College. TX
Holmea Junior College. MS
Itawamba Junior College. MS
Copiah-Lincoln Junior College, MS
Missisrippi Delta Junior College, MS
Piedmont Technical College. SC
Northern Oklahoma College. OK
College of the Mainland, TX
South Plains College. TX
Cadaden State Junior College. AL
lohn C. CaTh..jn State Community Colleg,i., AL
Daytona Beach Community College, FL
Del Mar College, TX
Richland College, TX
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Tarrant County Junior Collage, TX
Northeast Mississippi Junior College, MO
Wharton County Junior College, TX
Columbia State Community College. TN
Macon Junior College, CA
Northeastern Oklahoma Agricultural and Mechanical College,

OK
Brazosport College, TX
Edison Community College, FL
Lee College, TX
Southern Oklahoma City Junior College, OK
Valencia Community College, FL
Hillsborough Community College, FL
Navajo Community College, AZ
mtervi1le College, CA

Lassen College, CA
Maricope Technical Community College, AZ
LOS Medanos CollegL, CA
Aims Community College, CO
Evergreen Valley College, CA
Skagit Valley College, VA
Edmonda Community College, WA
Banstaw College, CA
Cavilan College, CA
Peninsula College, WA
Eastern Arizona College, AZ
Napa College, CA
Tacoma Community College, WA
Colorado Mountain College, CO
Sierra College, CA
Merced College, CA
Southwestern College, CA
Spokane Falls Community College, WA
Foothill College, CA
Los Angeles Valley College, CA
Pima Community College, AR
Olympic College, WA
Western Nevada Community College, NV
Spokane Community College, WA
Modesto Junior College, CA
Santa Ana College, CA
Fullerton College, CA
Santa Monica College, CA
City College of San Francisco, CA
University of Minnesota Technical College at Crookston, MN
Indiana Vocational Technical College-Southweat, IN
Delaware Technical and Community Co1lege Southern Camus,

DE
Community College of Beaver County, VA
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92

!Rectal Mission Colleges
New Mexico School of H1oes, NM
Colorado School of Mines, CO
University of Avkdasss Medical Sciences taripa, if.
University of Texas Health Science Canter at Houston, TX
Staro University 9E New York Upstate Medical Cents:. NT
State University of New 'fork Collso 4f Environmentti
Sciences ayA Forestry, HT

South Dakota School of Mines and Trchmology, SD
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Appendix F

STUDENT AID RECIPIENT SURVEY
ACADEMIC YEAR 1983-84

AU. RESPONSES MUST BE APPROPRIATE CHECKS. ACTUAL
AMOUNTS. OR CODE NUMBER. BLANKS. DASHES. NIA. ETC. ARE NOT

ALLOWABLE POR ACCURATE DATA.
PLEASE READ SURVEY OEFINITIONS BEFORE STARTING.

Student Date Dependent Student's and Parents' Information

1. SchcolFICECoder 2. Student Study ID 13A. Tot& number in parents* 0.,,ily: 1.---)123-24)
138. Number &parents' trimly in cottage

3 Registration Stsltar (1) Full Tun at Ieast 114 Me: c____J12S-761
(11) (2) 41 Tine 130. Parents* IRS *dotted gross income' (----)127-371

(3) Yr Me 130. ParenW Federal omens lax pint (-----)138-481
(4) Less than 1/2 Tyne 13E. Am.( earned by father

13F. Anima earned by mother (----)(70-801
4. Academic Level. Undergraduala 133. Parents' rontaxable Income: (-----31171-1111

112) (1) First Yew 1311. Allowablo medo& openses: (----J192-1071
(2) Second Year 131. Unieirnbursed elementary and
f.:1 Thad Year secondary school tudon and lees: (._____)(103-113)
(4) Fourth Year 131 Mots: parents' borne away: (_____)(114-124)
(5) Filth Year Undergraduate 131L Assets parents* mad business/farm: (______)12110-201)

Post-Baccalaureate 13L Payments to Monts' IRNKEOGH: (----)171-311
(6) Fist Proleational Medical. 1ret. 13M. Parents* other assets: (----) (32-42)

Medicine. Law. Theology 1311. Student's (and sPoUle's) IRS
(7) A/ Other Graduate Degrees adjusted gross (maw: I----)145 531
(8) A/ Other PostGaccalauraata. 130. Amount earned by student: (----)151-841

NenDagrea 13P. Amount earned by spouse: (----) (65-75)
130. Student's (and aroues'a)

acorns lax pod: (----)178-851
138. Student's (and spdusel)

norstaxable moonier (----)197-571
135. Stikient's onxoctee memo/ @armor (___)(89-108)
13I. 1/2 Student's trelaran's Educational

Benehls: (______)(109-119)
13U Net assets ot student (and spouse): (______)113110-209
13Y. Parents* esPeCted contribution:

6. Stale ollegia rendence (see Detain°. Ne. 5) Peg Forrruia: I-3121-311

5 Period Covered By Awaid:
(13) (1) One Academic Year

(2) One Semester
(3) One Trunesler
(4) One Owner
(5) Toro Ounters
(6) Other

(14-1S)

7. Local Rev:Mhos: (I) Campus ownedrcontroiNd housing
1161 (2) In commonly (oll conpus)

(3) At home win parents

8. Age
(17-18)

9 Ser (5) Male
(19) (2) Fermi@

(4) UnknOwneunrepotted

ID 1.1monly Code
(201

I. LIM& Status.
121)

(I) Black
(2) American IndenrAiwkan Posh
(3) Anse/Paulo Islander
(4) Hispanic
(5) White
(9) Unknowrivnrepotted

(I) Sngle
(7) Married
(3) Divorced
(4) Separated
(5) Wrclowed
(9) Unknown/unreported

2 Dependency Status (to aid p urPOtes)
1221 (1) Dependent (Go to Oueston 13)

(2) Independent (Go to Cluestion 14)
(3) W.Srown (Go to Coestion :5)

13W. Parents' expected contribution.
Uniform Methodology: (---)132-171

135. Student's (and spousee)..oectad
contubabon: Pell Formula: (43-53)

13Y. Student's (and spouse's) expected
contrIbutorr Urelorm Methodology: (--) (S4-61)

Independent Student's (And spouse's) Information

ISA Student's (and spouse's) ;onto,
of dedendenl children:

149. Number 01 student's (and spouse's)
&may In college at least lb time

14C Student's (and spousal) IRS
strained gross income.

14D Amount earned by student:
14E. Mount weed by spouse
14F. Student's (and SnduS4rS)

tncome !expel&
140 . Student's (and Spesses) non

taxable income
1414. Studenrs espeCled summer earniNs
141 Assets student's (and spouse's)

hen* equity
14.1. Assets student's (and sedum's)

Outunessitarm
146 PayrnenIS 10 stude,t's (and spouse's)

IRMEOGH
141.. Assets Student's (Ind spouse's)

other assets
I 4M ui Studenrs Veteran's Educatonal

Benefits

f----3165-661

(----)167-581

939-791

(----)191-1511

(----31102-1171

Li (113-123)
10412i-31E

132-421

43-53)

S4-641

(65-75)

1176-851
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14N, Student's (and sparam's) eldloctid
contribution Pell Fonmi (-.-)187-67(

540 Student's (and sPome's),746sclinif
contributran Uniform Mettsadoloey: (-._)(98-108)

Student Costs

15. Tuition/lee cod toe eta student L____Ht 09-113]
16. Room and board charge tor this student. (---)11 14-1
17. All other budgeted nests for this student (--)11117-1231
18. Total Ns:vow costs for Ma atudient: (-.-)1851f 0-14D

Institutional Ald

19 Non.noec Cased Academic schatarsrld (--)115-191
20. Mee non mad based scholarshp: L--)120-241
21. Need.based grant
22. NonCWSP oetawelial earnin(1s (fah.

mated academic year conenps):
23. Felkawshp awards: L--)135-391
24. Assistantship awards: (40-441

25. Institutional laniplarm loans
(nonF1SL/GSL). L--)145-491

26 Inselutionally /mended 6X.SLAT!... loans: L__)(50-541
27. Errployee boned Gacountnes.kors: /55-591
28 Employee benefit dependent

ascounttraivers: L--)160-641
29 AI wht Institutional aid: L--)165-661

Federal Ald

3Cr. Pell Grant:
31. SEOG:
32. NSDL:
33 CWSP:
34. FISUGSL loan to student
35. PLUS loan to parents:

ALAS loan to independent studenO:
37. Sopa] SeCurity payments:
38 Health Profession Grad

(academe year):
39 Health Protease:et Loan

(academe year):
40. Mooing Grant:
41. Nursing Loan:
42. AI other Federal Aid'

State Aid

43 MentOased grant:
44. Nyecjoyed grant (mcluding 5510).
45 Entitlement Want
46 Carnpustosed grant:
47. Stale college work st.cly (not CWSP)
48 Rehabilitation grant
49 Ak Other stale ad.

All Other Ald

50 Outsiderlamale grantsacholarshads

3I Outsderfervale loans.
52. Of 1.carnpus earrings ol record

(---)(70-741
L-1(75-791
(.___; '80-84)
L--)185-691
L--)190-641
L--)(35-991
L--)1103-1041

05-1091

L--1010-114j
t 5-119

L--)(t6i 10-t
L--)115-191

L--)120-241

L--)(313-341
L--)(35-391
L--)140-441
(--)145-491

L--)(55-561
(-1(60-641

General instructions

AI student cosi and lulancral aid Information should reflect the periel
from September through Arne of the study yen'. Os not Include surer
met school.

Tne data Minded should reflect each Student's franclal silualon as
rePOr ted lo the SChcol on the FAF. FFS zu other approved sod etrodlity
form

'-upyrighl 1983. Nationat Institute

Please do not use a zero (Otto indcate unknown or unreported data or in.
tormaldn. Unknowns are Indicated by using "minus nine" (-9).

Posse keep a hst of the students used fur Pus project, snowing actual
stolent 10 number and the special 03 number you used for ens study. II
we need b sok you any clueshont yuu may need ts refer back to the ac.
Mat student records.

Survey Definitions aol Clarifications

1. School FICE Code: The 6-thign code oUrgned by the Feoeral
terroncy Corrinett. on Educefice. Ohe or both of the lest two
Cdits fray be zero

2. Student Study IllAssrgn a number lodes student O record tor any
future rotenone* Four digits madman Must not be stuOrmes
regular 10

6 Slate ot Lepal Residence: As repore.4 by the student. Use a
24.0 code (rs A00111111 1E)

10. Alabama 29. Mame 47. Oredos
11. Alaska 30. Maryland 18 Pennsylvania
12. Arizona 31. Massachusetts 49. Rhode Island
13 Arkansas 32. Mbludan 50 South Carokna
14. Ciadorno 33 Minnesota St. South Dakota
15. Colorado 34. Mississippi 52. Termesseei
16. Connecticut 35. Missouri 53. Texas
17. Delaware 36, Montana 54. Utah
18. Aldrot of Columbia 37. Nebraska 55. Vermont
is Florida 38. Nevada 56. Vegeta
20. Georgia 39. New Hampshire 57. Waslortglon
21. Hawes 40. New Jersey 58. West enfant
re Wahl 41. New Mexico 59 Wrsconbn
23. labels 42. New York 60. Wyoming
24. Indiana 43. North Carolina 61. Guam
25. lova 44. North Dakota 62. Puerto Roo
26. Kansas 45. ono 63. Virgin Islands
27. Kentucky 46 Oklahoma 64 Other
23 Lantana

13 Dependent Student's end Parents' Information:Cordate dons
in tha seem" coy ti Me student a Classrlted as Bedendent. Enter
zero (0) only lor actual zero arnOuh111: use -mows (ens- (-9) lor
unknown or unreborled olormanpe.

14. Independent Student's (and Spouse's) Informatton: Comprere
demi rn fho sexton only if the student Ls classified as independent
Enter zero (P) enty Ion actual zero amounts: use .10101.4 rune" (- 9)
101 unkmom or unreported inform/1On

IS. Tuition/Fear Cost: Tha malor torhonfle Chary. or PortiOn of mai
coils Met represents Polon and lees. Please do not leak* blank.

M. Room rod Board Charge foe tills Mudontt Enter the room and
hoard Shard, used in convuting lila &Masora; total budgeted cost
bet CSFlie ACT average It no other &Muni ra available. '0" r1 hot

atiowable entry.
.7 AIm Othee Padget Costs: Enter pn meliorated amount be all

31ohnnle based en local rides If necessary. tie CSS or ACT
averse. amount PLEASE DO NOT INCLUDE ANY ROOM OR
BOMIL) CHARGES ON THIS LINE. Enter "0" only for actual zero
other cats.

10 Total itudderted Cents:11ns entry mot ectual the (stratums 1S, 15.
4.1 17.

'19 Non-weed eased Academic Scholarship: Enter ertlenh awarded
m institutional academic scholarships Mat re awarded without
regard tu fironcol need

20 Other Nonwsed Based Scholarship:Enter amesnt awarded m tn.
sulutiOnal Scholarshpd Inal are onlluenced by nerther lonanclal need
net academic e)ntly Examples may be athletic (kr musk: scholar.
&PM

26 Inslituflonsity4inanced FtSLIGSI. i'mans: Enter an amount here
Only II the institution series as n t'Sf'71. loan agent

27 28 Employee Be.,111 Tuition Dtscnrra,Ji::Mtor:Enter the wattle 01
drstounla ar harZes given to employees or Inert dependents

506T All Other Ald: include only Mose dams of record Estimates 01
gueaseS should nat be reported

ol Indsperident C011eges and Unwersdres
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STUDENT AID RECIPIENT SURVEY
ACADEMIC YEAR 1981-82

ALL RESPONSOS MUST BE APPROPRIATE CHECKS. ACTUAL
AMOUNTS, )..R CODE NUMBER BLANKS. DASHES. NIA, ETC. ARE NOT

ALLOWABLE FOR ACCURATE DATA.
PLEASE BEAD SURVEY D&INIT1ONS BEFORE STARTING

Student Data
I School F10E Code . 2 Student Study ID
3 Registrahon Status (1) Full Tone

1111 12) Part Time
(3) Less than Par) Tune

4 Academic Level Undergraduate
/121 (I) Fest Year

(2) Second Year
(3) Thud teat
(4) Fourth Year
(5) Film Year

Beyond Baccalaureate CY Filth Year
First Professional Medical, Denial. Other
Health Professions

(7) As Other Fest Professional
(El) All Other Post-Baccalaureate

5 Stain el legal residence (see Define on No 5)
113 141

6 Local Residence
115)

7 Age
116.171

(1) On CarnPus
(2) In community (off campus)
(3) At horne

8 Sex (I) Male
(2) Female
(9) Unknown

9 Minority Code (1) Btack

1191 (2) American IndantAtaskan Indian
(3) AsaniPacific Islander
(4) Hispanic
(51 While
C..... Unknown

10 Marital Status (I) -Lingle
(201 p( Married

(3) Divorced
44) Separated
451 Widowed
(9: Unknown

t t Student's number or dependent children
(21 22)

Dependency Status II) DePendenl(lor eel ourodsns)
1231 (2) Independent ((ot ad purposes)

Family Resources

13 Parente IDS adjusted gross income
13A Amount earned be lather
136 Amount earned M. mother
13C Parents non-taxable income
1311 One hall student's Veterans

Educalionat Benefits
13E Parents' Federal income ta pad

)124.30](-- ) 131 371
) (38 44)
)(45 51)

(52.58)
)(59 63)

186

13F. Total number in Parente lankily.
130 Unusual medcal expenses )116694-766311

1311 Unreenbursed elementary and
Secondary school Nihon A tees )174.761

13.1 Net assets of student (and spouse) (--)179 631
13K. Student's (and spouse's) non-

)1134.1313)taxable mottle.
131 Student's (and sparse's) tricome

xx pad. 16993)

14. Assets: patents home equity:

L--)1143r48-4535t413111

''
15 Assets- parenle small business/lam:
16. Parente other assets:
17 Stueent's IRS adjusted gross income
t13. Parente expected contribution.

152.5131

3159-631

19. Student's expected contribution
20 Number ot parents' (or student's)

.) (64661

lankily in college L 5(69101

Student Costs

21. Tudon/Fee cost lor this student. I 5(75.15)

22. ROOT Charge lot this student: 1176601

23 Board charge lor this student (---...1161651
24 All other budgeted costs tor this student I .1(66 90)
25 Total budgeted costs lor this student I 1(9i-95(

Institutional Aid

26 Norrneed based grant. 196-99(

27. Needbased granl.
213 On campus earnings (estimated

academe year earnings)
29. Fellowship Awards
30 ASsistamship Awards
3 t. Loans
32 FISLIGSL Loans (institutionally financed)
33. Employee Benefit Discount/Wawers.
34 Employee Benefit Dependent Discount/

Waiver, L.--)(16 201
35 All other Institutional AO )121.251

itoo-1031

______)(104401)
(106.1111

(...--1(112-115)
(--5(116119)

_J1120123)
(1,411.151)

Federal Ald

36 Pea Grants
37 SLOG
313 NDSL'

CWSP (Estimated Academic Year
Eemngs)

40 Veteran's Admit, Payments
41 Social Security Payments'
42 Henn Ptolession; Grant
43 Health Professions Loan
it4 Nursing Grant.
IS Nil sing Loan
46 All other Fedtrat Aid

S)ale Aid

J(2629
)13033
)134 37

138 41

(--)14849
I. )150 5'1(--)155 59

160 64
1649
(7073

47 Merit based grant )174 771

413 Need based grant (include 55V, )178 611

49 Ern.thmen; gia,t )1132.1351

50 Campus haserr Vent 1- )1136139)



51. College Wars Study
Pramoditation grant

53. Aii other state aid

All Other Aid

7 Grants of fleeced
L. Loans ot Record'

56 FISLICAL Loans from other sources
51 Officarnpus earnings of record:

181

19093J your hies Code 11.1 unknown. Code 0 ONLY lor actual zero dollar
194 97)

L.--1198 1011

(102.106)
1--)11071 !I)

1112.116)
1117.121)

Survey Definitions And Clarifications

I. School FICE Code: The 6.dge code assigned by the Federal Inter.
agency COmmelee on Education One or both of the last Iwo digits
may be zero.

2 Student Study ID: AsSon a Manber to Cm student's record tor any
future reference Four digits maiimum. Must nal be students regular
ID

3. Registration Status: Partitime must be at least 50% of normal lull.
tire, es defined by the cstifution.

4. Academle Level:As recorded by the instituron,

5. State ol Legal Residence: As repotted by the SWIMS Use a 2engit
cOde

10. Aksbama
1 7 Alaska
12. Arizona
13. Arkansas
14, California
15. Colorado
16. Connecticut
17. Delaware
18. District ol Columbia
19. Florida
20. GeOrgia
21. Hawaii
22. Idaho
23. Illinois
24. Indiana
25. lowa
28. Kansas
27. Kentucky
28 LCuisiana
29. Maine
30. Maryland
31. Massachusetts
32. Michigan
33. Minnesota
34. Mississippi
35. MiSSOtili
36 Montana
37, Nebraska

38. Nevada
39. New Hampshke
40. New Jersey
41. New MeNiCo
42. New York
43. North Carattna
44. North Dakota
45. Ohio
46. adenoma
47. Oregon
48. Pennsylkanal
49. Rhode Island
50. SOuth Carolina
51. SCuth Dakota
52. Tennessee
53 Tents
54. Ulah
55. Vermont
56. Virginia
57. WasturigtOri
58. West Virgeea
59. Verseonski
60. Wyoneng
61. Guam
62. Puerto Rco
63. Virgin Islands
64. Other

6 Local Residence: Any campus housing is defined as on.Campus.

It Student's Number of Dependent Children: Code 0 for none:
Code 911 unknown

13 Pere s' Income:Code Ill FAF not submitted by choice. or wet re.
quested by college. Cods 9 it unknown. Code 0 ONLY far actual
zero dollar Income.

Items 13A through 131 were taken directly horn the BasiC Grant Far
reula pi.blished by U S Department al Ealusation ConcISO Cern
del:felons can be Sound. that document velwth you shoutd haven

amounts

14. Avesta-Parents' Home Equity: Code 1 it not requested or
refused. Code 9 el unknown for any other reason

Items 14.10 refer to parents of dependent students only. student asset
information slusuld be entered in Item 13J

15 Assals-Parents' Small BusInesefFarm: Code 1 if not requested
or refused. Code 9 al unknOwn for any other reasen

16. Perenls' Other A : Cod' 1 II not requested, or refused
Code 9 If UnknOwn for another other reaSOn

17. Student's IRS Adjusted Gross Income:Code I if not requested
or refused, Code 94 unknown for any Other reaSOn.

21. TultIonfFee Cost The major tuition lee charge or porton of total
coats that represents Mon and lees Please do not leave blank

22. Room Charge: Enter the roam charge used in computIng mis stip
dent's total budgeted costs Use CSS average no other [aleutron
13 a vallabte "0" Isnot an allowable en:ry. It a single charge Is made
lot board and room. divide uniformly by some reasonable percent.
age. Mamie do riot leave blank.

23. board Chimps:Enter the board charge used n COMpoting tha Stu.
dent's total budget costs. Use CSS average if no other calculation
Is a wadable. "0-13 hot an allowable entry.11a seep/ Charge Is mode
for board and morn. dreide uniformly by some reasonable percent.
age. Please do not leave blank

24. All Other Budgeted Cattle: Enter an estimated amount far all
Students based on loCat rules. If necessary. use CSS average
amount PLEASE DO NOT INCLUDE ANY ROOM On ecmno
CHARGES ON THIS LINE Enter ..0" only for actual Zero other
costs.

25. Total Budgeted Core: TN, entry must equal the !Wolof lines 21,
22. 23. and 24.

26. Uses lhe term "nonfood based" Instead of -merit" to identify stu.
dents receiving grants without regard to heed, whether or not merd
is take",ato Consideration

30 On-Cernpu Earnings: Enter lee amount you expect thts student
to earn Not lobe confused wen CWSP earrings repot-tech!, item 39

31. Loans:Enter loans Morn institutional funds that are NOT backed by
FISL/GSL agreements.

33.34 Employee Benefit Tuillon DIscounthVelver: Enter Me value cl
discounts or waivers green to empoyees or their dependents

48. Slate Needbased Grant: SlaM Student Incentive Grant funds LZ
be included In tins arnclunt

54 to 57.
All Other Aid: Include only those items al record. Estimates or
guesses should not be recomed
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Appendix li

Table la

Resources and Expenditures At Three Types of Institutions for
AID1 and AID2 Recipients by Dependency Status

Dependent
Two Year Comprehensive Research

Resources

AID1 AID2 AID1 AID2 AID1 AID2

Grants
1981 $1203 WI $1242 $ 69 $1271 $140
1983 1144 30 401 69 1402 102

Loans
r5BI 317 2013 796 3208 1099 2370

lb-03 454 1906 813 2050 1152 2094

Una
1981 287 74 384 203 332 86

:*93

f(07.rt

255 11 455 131 425 13

18 23 77 213 186 48

Z.-44U 24 4 47 '17 59 39

1981 1865 2198 2499 3508 2888 2644

1983 963 1950 1252 2267 1359 2049

Expenditures

Tuition
1981 631 1120 892 917 1393 1254

1983 713 921 1143 1207 1513 1502

Total
1982 3245 3682 3742 4069 4760 4417

1983 3347 3957 4235 4391 5006 4779
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Table lb

Responses and Expenditures At Three Types of Institutions For
AID-1 and AID-2 Recipients by Dependency Statue

Independent
Two Year Comprehensive Research ,

Resources.

AID1 AID2 AID1 AID2 AID1 AID2

Grants
1984 $1056 $134 $1407 $97 $1338 $395

1983 1059 35 1419 96 1333 431

Loans
1981 416 2286 858 3566 1293 2815

1.931 640 2146 503 2012 1495 2292

Work
1981 372 181 518 95 502 88

1983 284 15 609 515 792 026

Other
1981 64 49 73 11 240 128

1983 45 46 60 66 92 31

Total
1981 2089 2613 2789 3748 3592 3360

1983 2028 2241 3036 2688 3712 2780

Expenditures

Tuition
1981 483 418 815 924 1161 1133

1983 543 612 1013 1080 1338 1324

Total'
1981 6614 5883 5578 6433 5616 5681

1983 5679 6131 6099 5141 6558 5984
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Table 2a

Resources and Expenditures In Five Geographic Regions for

Dependency Status

Dependent

AID1 and AID2'Reeipients by

Resources

North Central

AID1 AID2

Mid Atlantic

AID1

North East

Aldl A1D2

South/Southwest

AID1 AID2 AID1

West

AID2

Grants

1981 $1159 $90 $1309 $ 98 $1333 $577 $1093 $ 51 $1390 $142

1983 1302 91 1350 104 1374 139 . 1282 84 1329 231

Loans

1981 1003 2201 525 2338 1163 '3332 312 2477 557 2392

1983 904 2032 923 2092 1168 2389 521 2007 689 2024

Work

1981 294 141 227 20 217 110 452 207 657 140

1983 4'4 23 262 14 255 81 365 19 676 461

Other

1981 49 35 32 0 IGO 183 124 64 144 9

1983 41 19 31 32 93 57 26 22 69 61

Total

1981 2505 2467 2093 2457 2873 4210 1981 2798 2747 2683

1983 2662 2165 2571 2241 2890 2665 2194 2132 2762 2776

Expenditures,

Tuition

1981 1013 1192 1117 1427 1384 1170 567 604 742 738

1983 1307 1388 1396 1714 1465 1422 738 925 773 1205

Total

1901 3908 4201 3760 4532 4550 4330 3461 4032 4143 4402

1983 4193 4562 4390 4953 4919 4929 3678 4285 4405 5012
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Table lb

Resources and Expenditures in Five Geographic Regions for AID1 and A102 Recipients by

Dependency Status

Resources

North Central

AID1 A102

Mid Atlantic

A1D1 A1D2

Independent

North East

AID1 ALOl

South/Southwest

AID1 AID1

West

AID1 A1D2

Grants

1981 $1239 $184 $1329 $413 $1688 $605 $1070 $ 81 $1358 $ 90

1983 1178 290 1278 416 1421 1171 1120 166 1290 80

Loans

1981 1269 2682 458 3005 962 2424 571 2951 717 2987

1983 904 2032 928 2092 1168 2389 521 2007 689 2024

Work

1981 336 144 251 8 220 196 524 94 768 14 a

1983 414 23 262 14 255 81 365 19 676 461

og

Other 00

1981 112 138 80 21 86 28 102 163 159 2 tO

1983 410 19 31 32 93 57 26 22 69 61

Total

1981 2957 3148 2118 3447 2956 3254 2267 3289 3002 3093

1983 2662 2165 2571 2241 2890 2665 2194 2132 2762 2776

Expenditures

Tuition

1981 899 1130 882 113P 1069 1154 517 626 560 410

1983 1307 1388 1396 1714 1465 1422 738 925 773 1205

Total

1981 6267 5724 3506 7825 6519 5539 5594 5931 5776 5840

1983 4153 4562 4390 4953 4919 4929 3678 428; 4405 5012
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Mr. HORN. I would like to particularly thank the Chair and the
members of this committee for the wisdom they have shown over
more than a decade in constructing a system of legislation and
guiding its implementation to the best degree that a legislative
body can to assure that access is provided lbr a wide range of
Americans. We are, obviously, in a very changing situation in
America in terms of an increasing number of minority students, in-
creasing number of students of all ages who wish to attend college.

The American family is changing. We know that only 10 percent
of the American family is in that traditional mode of mother stay-
ing at home, two children going through school and maybe spend-
ing only 4 years in college, if they have an opportunity to college.
The fact is that many families, we have single-parent families, we
have divorces. We need to provide a system of assistance to help
people develop their human potential, and that might mean they
are in college not simply 4 years, not simply 5 years, maybe not
even 6 or even years, but as I have had cases in commencements
where I chat with each student as we graduate them in nine differ-
ent commencements, some women have taken 25 and 28 years to
go through school.

So we have a wide range of people that this aid system is de-
signed to help and address. And what the American Association of
State Colleges and Universities would like to suggest to the com-
mittee is that there are seven areas we feel need some change and
attention to make an even better system than this commftee and
the Congress have already provided.

One is to have annual increases in the maximum Pell grant of
about $200 each academic year, so that by the 1990's we would be
where we should have been if the 1980 amendments had been fully
carried out. As you know, under the 1980 amendments the maxi-
mum Pell grant for 1985-86 should have been $2,600. If we take
the $200 per year incremental policy, that would get us in 1990-91
to a maximum of $3,400. If we limit that to 70 percent of costs, we
do not think that is unreasonable in light of where the costs will be
by 1990, and the cost of higher education representing a broad di-
versity of institutions of which it is a part.

Second, we would like to see an increase in the living allowances
for all students of about $100 each academic year. Again that does
not seem unreasonable given the state of changing life-style in
terms of dependency-independency, which I will mention in a
minute, and the general cost of living.

The statutory limit of 70 percent I have mentioned. We agree
with the concept that not all of the cost should be provided. That
there should be various efforts at self-help and that there should be
a variety of student fmancial aid besides the flat Pell grant, and we
think the present mix has worked very successfully. We merely
feel that the statutory limit ought to be raised, because if we are to
provide access, we have to recognize as college costs get higher that
it is increasingly difficult to meet that other percentage of self-
help.

Many have talked to this committee about a single needs analy-
sis system. We agree with those ideas. We think that makes sense.
Many have talked to this committee over the years about improved
Federal aid student delivery. Financial aid directors will tell you. of
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the troubles they have had when allocations cannot be made in a
timely way, and the thousands that are dependent upon this
system really get discouraged from attendance given that situation.

I want to particularly stress the problems of part-time students,
which I have already alluded to. And I also want to suggest on
behalf of my colleagues and ask you that we think about a pro-
gram to remedy the inability that we have had at this point in
American colleges and universities to secure American Indian, His-
panic, black, female members of our college faculties. We think a
lot more has to be done. What we will be suggesting is a loan for-
giveness program to provided the individual who secures their ter-
minal degree works in an accredited American university on a
year-for-year basis. We think that is important.

I might just go into some of these areas in a little more depth,
Mr. Chairman. I mentioned the single needs analysis interests have
asked you. We agree with the proposals of the National Student
Aid Coalition to create this type of system. We are particularly
concerned about independent students with dependents; that they
should have their income treated the same way as students from
dependent families. This committee included that provision in 1980.
It has just never been implemented. We think there is no sound
reason for treating independent students with dependents differ-
ently than students from dependent families and that their income
and assets should be assessed in exactly the same manner.

In terms of independent students, of which increasingly we have
them, and we certainly do in the American community colleges as
well as the American State universities. The fact is that there
needs to be a better way to simplify the whole process. The Ameri-
can Council on Education has submitted a definition to you. Gener-
ally we agree with that. We do have one major difference, and that
is we believe that financial information should not be required of
students who are 22 years of age or older by January 1 of the
award year.

We think for too long that sort of 17 to 21 mythology has pre-
dominated in American higher education and it just doesn't relate
to reality. Increasingly students have stopped out, dropped out,
after high school to work for a living or they go a few years to
school and because of rising expenses they decide to take a semes-
ter or a year off, or they have changing aspirations in careers and
they come back into the higher education system at an older age.
They are not simply going through in lock-step manner, I think as
we all recognize at age 17 and 4 years later have the imprimatur of
a baccalaureate stamped on thei: forehead.

So we think that this recognition has to continue to be made. We
know this committee recognizes that, and we would encourage fur-
ther Federal policy in that direction. Certainly, if we are to encour-
age graduate education, we think graduate students, professional
students, should be declared independent immediately upon admis-
sion to these schools.

I think many young people are discouraged from going to gradu-
ate school because of the high costs and not wishing to put an addi-
tional burden on their families. And so we think that those propos-
als make a lot of sense.
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Commuting students, this committee has heard much testimony
over the year on the problems of how we treat commuting students
differently than those on campus. There are very real costs for stu-
dents, even though they live at home. There are transportation
costs, which can be very prohibitive in many rural and urban
areas, and we think the allowance system should be changed for
commuting students. We agree with the recommendations that
have been made by the Coalition for Aid to Part-Time Students in
this regard.

Many witnesses have testified on student aid delivery. We agree
with the endorsement of the master calendar, with student aid in-
formation and counseling. I have given to the members of the com-
mittee the packet that California State University, Long Beach,
distributes to each student who has an interest in financial aid. We
think financial aid has come a long way in the last decade in terms
of the professionalism with which it has been administered com-
pared to when it started several decades ago.

We try to educate students not only in writing, but in personal
counseling, so that they know their responsibilities to repay the ob-
ligations that they and, in some cases, their families have assumed.
In terms of delivery, we feel very strongly that it should be made
very clear that parents are not to be charged a fee, and neither are
students, for applying for Federal financial assistance. We hear in
some cases that still occurs. That doesn't make any sense in terms
of discouragement. We do feel that there ought to be a national ad-
visory committee on student financial assistance to advise the Con-
gress, made up of experts as well as perhaps sozne recipients who
really can tell you how the system works, so that when proposals
come up from various groups, including our own, there could be a
thorough review as to the impact of those proposals on the finan-
cial aid system and the very real :people- that you are trying to
serve as a result of that system.

Attached to our testimony is a list of Pell grant reauthorization
proposals and the impact it would make on various levels of a stu-
dent based on family contribution. We think that type of an analy-
sis and a sifting through such an advisory committee could be help-
ful to the Congress over the years.

In terms of the forgivable loan program, which I mentioned earli-
er, I think some statistics are in order. Currently 25 percent of the
students in the U.S. public schools are minorities. In my own State
of California, 43 percent of all public school students are now mi-
nority; and, indeed, at the elementary level over half of the stu-
dents are minorities. Yet, American colleges and universities do
not reflect, and will not reflect by the 1990s when this wave is eli-
gible for college admission, the makeup of the minority communi-
ties of this country. And if we are going to have black faculty, if we
are going to have Hispanic faculty, if we are going to have more
women on the faculty, more American Indians on the facultywe
need to do something more than we are doing to produce that type
of educated professoriate which can serve as role models for that
wave of students that will be eligible for college admission now to
some degme and increasingly in an avalanche in the nineties.

The fact is while blacks and Hispanic high school graduation
rates are increasing, the college-going rates are declining. We all
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know there are dropout problems long before the end of high
school: Sixth grade discouragement, failure to encourage members
of minority groups and, really, othersfemales still, despite female
astronautsinto taking scicnce, into taking engineering, into
taking the necessary preparatory skills that one needs to pursue an
academic education across the board and not to be denied opportu-
nitiee.

In 1981, blacks received only 4.2 percent of the Ph.D.'s awarded.
By field, the black students ranged in Ph.D.'s from less than 1 per-
cent in physics and earth sciences to 8.8 percent in education. His-
panics received about 1.3 percent of all the doctorates during that
same period which, according to the field of study, ranged from less
than a half percent of all degrees in engineering to 1.4 percent of
degrees in arts and the humanities.

We all know that in many colleges over half the students are
women. Many of the professional schools, increasingly, almost half
the students are women. Women comprise 27 percent of all full-
time faculty nationwide in 1981. That same year they earned 31.8
percent of the doctorate degrees.

I think there still is a crisis in American higher education as to
how we provide the individuals with the terminals degrees so that
we can fill the faculties that we need in this country in the 1990's.
I think the trends we have seen with minority college enrollments
declining should be alarming to us all. But if we are going to turn
that around, we need more minority and female professionals at all
levels of the educational system.

I want to again thank the committee. The American Association
of State Colleges and University, as you know, stands ready to
work with you, Mr. Chairman, your colleagues and your staff and
develop proposals in this area, and we commend you again for the
leadership which you have consistently given this field over the
years.

Thank you.
Mr. FORD. Thank you.
[The prepared statement of George H. Hanford followsl

TESTIMONY OF GEORGE H. HANFORD, PRESIDENT OF THE COLLEGE BOARD, ACCOMPA-
NIED BY DONALD MCM. ROUTH, UNIVERSITY DIRECTOR OF FINANCIAL AID, YALE
UNIVERSITY, AND CHAIRMAN OF THE COLLEGE SCHOLARSHIP SERVICE ASSEMBLY OF
THE COLLEGE BOARD, ON PROPOSAL FOR A NATIONAL COMMISSION ON STUDENT As-
SISTANCE STANDARDS AT HEARINGS ON THE REAUTHORIZATION OF THE HIGHER EDU-
CATION ACT

Mr. Chairman and members of the Subcommittee, I am George Hanford, Presi-
dent of the College Board. I am accompanied by Donald Routh, University Director
of Financial Aid, Yale University, who is chairman of the College Scholarship Serv-
ice Assembly of the College Board.

I appreciate the opportunity to appear this morning to discuss need analysis and
our related proposal for creating a National Commission on Student Assistance
Standards. We have advanced this proposal to help manage the inherent complexity
of the aid system and reduce confusion for students who must rely on financial as-
sistance from a variety of sources, federal and non-federal.

The College Board exists primarily to assist students in making the transition
from high schts-,1 to college and beyond. The College Scholarship Service, a part of
the College Board, has participated in that effort for the past 30 years by seeking
ways to eliminate barriers to higher education through financial aid. CSS was
founded in 1954 by member institutions of the College Board who sought agreement
on standards for awarding scholarships and other aid to students. From those early
deliberations evolved the principle and practice, so widely accepted today, of award-
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ing the bulk of aid dollars according to the documented financial need of students
and their families.

Today, the mission of CSS, as in the mid-1950's, is to foster equity and consistency
in the administration of student assistance. Some events in our not too distant past
are worth recalling. In the mid-1970's, CSS was a leader in the formation of the Na-
tional Task Force on Student Aid Problems, chaired by Francis Keppel, former U.S.
Commissioner of Educadon. Thereafter, CSS became the first agency to implement
the Task Force recommendations for a common form on which students can apply
for all types of aid, and for a "uniform methodology" to determine family ability to
pay for college.

The CSS Assembly is a membership organization within the College Board com-
prised of approximately 1500 postsecondary institutions, secondary schools and
school systems, and educational organizations. Over 2500 postsecondary institutions
and statgtgencies use variety of OBS services. Almost 2.5 million students annually
file the Financial Aid Form, or FAF, to apply for scholarship, loan, and work-
study aid from federal, state, institutional, and private sources.

Mr. Chairman, I am honored to have the opportunity to be here once again and
continue the dialogue that we began in the 98th Congress. I believe that the College
Board, its member institutions and agencies, have a special expertise on the topic
under discussion today, and I share with you a concern that we do all that is possi-
ble to achieve the fundamental goal of Title IVequal opportunit% rpr higher edu-
cation.

Our detailed proposal to establish a National Commiegiob iittz FFizadent Assistance
Standards was submitted to you as legislative language on AM 20, 1985, In this
statement I shall highlight the background and rationale for thw. re.commendation.

While the federal government generates over three-fourths of 411 student financial
aid, states distribute over $1 billion of their own funds to students, 4ind postsecond-
ary institutions provide another $2.5 billion.' Making this joint financing system
work requires flexibility and cooperation among many partnersfederal and state
agencies, private organizations, and colleges and universities. Even with such coop-
eration, however, it ultimately falls to the campus aid administrator to synthesize
and interpret multiple rules, legislative mandates, administrative regulations, and
private decisions from many aid providers in delivering support to the individual
student.

Given the huge expansion of student aid in a relatively short period of time, and
ithe diversity of programs and sources of assistance, it s not surprising that the

system has become complex. Aid administrators necessarily accept such complexity
as a way of life.

The challenge is to minimize and manage complexity, unpredictability and insta-
bility as they affect students and families coping with forms, deadlines, and rules.
The problems inherent in the delivery system were documented by the National
Commission on Student Financial Assistance in reports submitted to the Congress
and the President before that study commission went out of existence in 1983, and
this subcommittee has heard several previous witnesses speak on this subject.

One source of confusion and blockage in the delivery of student assistance is the
tendency toward gridlock on crucial decisions at the federal level. Congress and the
executive branch have frequently disagreed on student eligibility standards for fed-
eral funds under Title IV of the Higher Education Act, particularly the schedules of
expected family contributions and determinations regarding allowable costs of col-
lege attendance. Indecision at the federal level obstructs timely and orderly delivery
of aid throughout the system, makes it difficult for students and families to plan
ahead, and inevitably runs counter to the goal of equalizing educational opportuni-
ty.

As Francis Keppel, Chairman of the National Student Aid Coalition, has ob-
served, "a delivery system that integrates multiple sources of assistance cannot
function in a pattern of fits and starts without seriously eroding the effectiveness of
aid programs. Student financial aid, about all, needs stability to work well."

Since 1981, the National Student Aid Coalition has provided an informal delibera-
tive and consultative mechanism for addressing these issues of methodology and
timeliness. Under the Coalition's auspices, members of the student aid community
work together each year to develop a common standard by which an individual stu-
dent's need for federal campus-based dollars, state, private and institutional funds
will be calculated. The product of these discussions is the annually revised and up-
dated Uniform Methodology.

Trends in Student Aid: 1980-1984, Washington Office of the College Board, p. 5.
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What is significiln* about this process is that all the financial aid partners, federal
as well as non-fedei :d, participate in shaping this common standard of ability to pay
so that it meets their respective individual and collective requirements. The dynam-
ics of this process, allowing for discussion, exchange and accommodation, have
worked well and have discouraged the development of widely divergent need analy-
sis systems at the state and institutional level. Most of all, students whose aid so
frequently comes from a variety of sources have benefitted from this consensus-
building process. Unfortunately, the Coalition, financed by foundation funds, is
scheduled to expire in December, 1985.

The present reauthorization process, therefore, is an auspicious moment to pro-
pose and examine alternatives for the establishment of need analysis standards that
all partners can use. To that end the College Board recommends creation of a
formal intermediary body, a National Commission on Student Assistance Standards.
We hardly claim originality for this concept; it has been discussed for at least a
decade by groups like the National Task Force on Student Aid Problems (1975), the
1978 Aspen Institute Conference on Student Aid Policy, and the National Commis-
sion on Student Financial Assistance. It was advanced by Francis Keppel and the
National Student Aid Coalition in Congressional testimony in 1983 and 1984.

In the College Board proposal, the National Commission on Student Assistance
Standards will be an independent agency within the executive branch. Its primary
function will be to advise the Secretary of Education on the standards and methods
for need analysis to be utilized in federal student assistance programs. Further, the
Commission will be charged with evaluating the extent to which these programs
and the delivery system are achieving the objectives of student aid as established by
the Higher Education Act.

We suggest that the Commission be composed of 18 members having special com-
petence and knowledge in the provision of financial assistance to students in post-
secondary education. We strongly urge that Commission membership be balanced to
reflect the federal/non-federal partne 'ship, legislative/executive branch interests,
and party representation. In specifying the Commission membership, our intent is
to create a cooperative decision-making process representative of all parties neces-
sary to the effective delivery of student aid.

The maintenance of communications and timely decision-making among the De-
partment of Education, Congress, institutions, state agencies, and private lenders
are the crucial factors in the proper -functioning of the delivery system. The Com-
mission is intended to foster these objectives through a mandated formalized struc-
ture and calendar of operations.

In recommending the Commission, we are building upon the advisory and consult-
ative requirements already imposed on the Secretary of Education by the Education
Amendments of 1980 (Section 482 and Section 483 of current law). Further, the pro-
posed membership of the Commission expands upon the concern expressed in Sec-
tion 483 (a) and (c) of current law for the consideration of the interests of the non-
federal partners in the decisionmaking process.

While we are by no means wedded to all the details of the structure we have pro-
posed, we believe that, given the proper mandate and standing within the federal
establishment, the Commission offers the best opportunity to reconcile the many
conflicting pressures on the need analysis system and to help manage a process that
is by its very nature complex. Let me tell you why.

We believe that this structure offers the potential for preserving a unified ap-
proach to need analysis and eligibility determination, which above all is in the in-
terest of students. Although the standards recommended by the Commission and
adopted by the Secretary will formally apply only to federal student aid funds, in
our opinion the open consultative process inherent in the Commission's design will
generate standards that can be endorsed and utilized by the entire educational com-
munity in awarding ninds from all sources. The voluntary adoption of the Uniform
Methodology under the Coalition's auspices is powerful evidence of the validity of
this concept.

We readily admit that the Commission proposal is no panacea for the possiblility
of deadlock or timing problems. Establishing a new structure will not magically
dispel fundamental policy or budgetary disputes between the legislative and execu-
tive branches. We believe, however, that the combination of prescribed consultation,
legislative intent, and dates certain for action, all built into the Commission's struc-
ture, offers a reasonable hope for continuity in need analysis so that students and
families trying to make college going plans will not be stymied.

Mr. Chairman, let me assure you and members of the Subcommittee that our pro-
posal is in no way intended to inhibit the Congressional prerogative to decide how
federal dollars are spent. Congress would, of course, continue to set broad policy
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guidelines for incorporation into need analysis. The workings of the broadly based
Commission we propose would ensure that legislative guidelines are translated into
a flexible and equitable delivery system.

In presenting our recommendations today, Mr. Chairman, I know that there are
counter proposals which favor legislating the specific details of federal need analy-
sis. Under the banner of simplicity, stability and closer Congressional control, some
argue that financial need and eligibility in all federal student aid programs should
be analyzed in the same way, according to the same formula, as specifically pre-
scribed by law. Quite frankly, we are uncertain that a single formula can be devel-
oped that would successfully integrate the requirements of all the parties that pro-
vide aid to students. More importantly, we disagree that the logic and values of
need analysis should be written explicitly into the Higher Education Act.

With all due respect to the opposing point of view, Mr. Chairman, I have serious
doubts, and I believe the Subcommittee should have serious doubts, about the advis-
ability of such proposals to legislate full details of need analysis. Let me explain my
concerns.

As we have learned over the past thirty years, need analysis is never a completely
finished product. By its very nature it must be dynamic, always evolving and adjust-
ing itself. This situation is the inevitable result of the environment, already de-
scribed, in which student aid operates. A few examples will illustrate my point:

New insights are constantly being developed about how families support them-
selves and pay for college expenses. These insights, as they become clear, must be
incorporated in need analysis. For example, a number of years ago, acting out of
concern for the impact of double digit inflation on families, the financial aid com-
munity began indexing the tables in the Uniform Methodology. This occurred sever-
al years before similar adjustments were made in the federal tax code.

Similarly, need analysis must react to modifications in the tax law that alter the
way income is presented in an accounting sense even though the income amount
itself has not changed. The clearest example of this situation is the working couple
adjustment, enacted to correct an inequity in the tax system, but which had an an-
cillary effect of redefining "adjusted gross income."

Other economic changes may affect the bases used in need analysis calculations.
For example, each year the effect of inflation must be accounted for in the need
analysis formula. On a more distant horizon, however, we must also be concerned
about the fundamental equity of various allowances (for example, the medical ex-
pense offset) and be prepared to adjust them as appropriate.

Finally, the testimony offered by members of Congress earlier this morning about
their special concerns in need analysis is illustrative of the fluidity of issues that
rightfully should and must be considered.

To maintain a sensitive need analysis system, a governance mechanism is re-
quired that is fine tuned to the specific issues and can respond to them with flexibil-
ity, speed, and predictability. If, however, direct Congressional action is required
before each such change can be evaluated and implemented, the result will be a
process that is too cumbersome and static and thus may operate counter to the goals
of student assistance.

No matter what view the subcommittee may take of our specific proposal, I hope
that you will think long and hard before moving to write need analysis procedures
and standards into the law. The positive accomplishments of Title IVthe opportu-
nity provided millions of studentscould be seriously diluted.

Mr. Chairman, I respectfully submit that the National Commission on Student
Assistance Standards is an alternative that should be given serious consideration by
your Subcommittee.

Thank you for giving me this opportunity to appear today. The College Board
looks forward to working with you during this reauthorization process by providing
technical resources on these and other issues. Our Washington Office recently deliv-
ered testimony on problems of the non-traditional student and will testify in coming
weeks on the definition of self-supporting students and new programs to attract
teachers. We stand ready to help in any way we can.

Both Mr. Routh and I will be pleased to respond to your questions.
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PREFACE

This report was prompted by a number of requests for a
nontechnical description of the Uniform Methodology. Our
intention has been to describe the elements of the Uniform
Methodology to individuals who are familiar with the student aid
programs but not versed in the terminology of need analysis.

Arthur Hauptman, a consultant, and Mari Hayes of the
Coalition staff assisted in writing this report. Brenda Brown
?rebored the report for publication.

Grants from the Ford Foundation and the Carnegie Corporation
of New York supported this project.

Linda K. Berkshire
Staff Director
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A BRIEF HISTORY

The history of the Uniform Methodology can be traced to the
creation of the College Scholarship Service (CSS) in 1954. A
primary concern that led to the development of the CSS was the
disparity in what different institutions expected of the same
family to pay toward educational costs.

With the formation of CSS, financial aid administrators at
participating institutions developed a rudimentary need
assessment to use for all students applying to their
institutions. Students and their-families were asked to complete
a single apnlication form and the information was then centrally
analyzed and distributed to the institutions to which the student
had applied.

The initial CSS system was based on establishing how much a
family could afford to contribute to the child's education and
then comnaring this family contribution with the expenses
entailed in attending a given college. "Need" was the difference
between what thz- family could.contribute and the total cost of
attendance. Today this concept of need seems obvious and
forms the basis for the awarding of. most student aid, but at that
time, awarding funds primarily on the basis of need was, in fact,
quite revolutionary.

Over the thirty years since the creation of CSS, the
theory and practice of need analysis has become increasingly more
sophisticated. The number of items used in the need analysis
procedure has increased, and there has evolved a higher degree of
refinement in assessing family resources. In the late 1950's,
the level of sophistication in the need analysis procedure
outgrew the capacity of the initial hand calculation, and the
process of analyzing need was computerized.

In the mid-1960's the American College Testing (ACT) Program
introduced another national need analysis service to be used by
students applying to schools participating in the ACT testing
programs. The ACT need analysis procedure retained many of the
basic assumptions of the CSS system, including the notion that
cost minus family contribution equated to need.

When the federal Basic Grant program was authorized by the
Congress in 1972, there was some discussion about using the CSS
and ACT systems for determining eligibility for awards under that
program. For typical families with no unusual circumstances, the
two procedures produced similar results. There were enough
differences, however, especially in their treatment of some
non-typical families, that it was decided not to use either
of the two existing systems for determining Basic Grant
eligibility. Instead, the federal government through regulation
established its own separate formula for Basic Grant
eligibility.
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Discussions of merging procedures used in the two
non-federal need analysis systems began anew in the mid-1970's
under the aegis of the National Task Force for Student Aid
Problems. As part of its effort to improve the delivery of
student aid, the Task Force sought to eliminate the confusion
arising from the existing national need analysis systems
producing different results. In its final report, the Task Force
encouraged the two national need analysis service agencies to
uork toward the establishment of a uniform standard of measuring
familiy ability to pay for college costs.

As an c. 7..7owth of the Task Force recommendations, both the
ACT lnd the Ctsii in the fall of 1975 agreed to a single standard
of determining ai.od kndwn as the Uniform Methodology. Since that
time, the Uniform nethodology increasingly has hecome a standard
for postsecondary institutions and states for determining
student need and eligibility for financial assistance.

Each year the Methodology is examined and apdated under the
auspices of the National Student Aid Coalition and its Committee
on Needs Assessment and Delivery (CONAD). This annual review
process is governed by a calendar that allows for extensive
debate and review by the need analysis service agencies,
financial aid administrators, and many other individuals involved
in the student aid process. CONAD begins the process by
reviewing the existing elements and, in the early Fall, proposes
possible changes in the Uniform Methodology. These proposals are
discussed at a series of meetings around the country through the
Fall and Winter. After reviewing the comments from the field,
CONAD in May presents its views to the Coalition which then votes
on whether to adopt the CONAD recommendations. The revisions
that are adopted go into effect for the processing year that
begins the.next Fall. Representatives from the Department of
Education actively participate in these discussions although they
do not vote on the final recommendations.

The Uniform Methodology is currently the primary system used
for determining eligibility for the federal student aid programs,

'with the exception of the Pell Grant program which has its own
eligibility formula. Moreover, the Department.of Education uses
the Uniform Methodology as a benchmark for establishing which
other need analysis systems may be used for distributing federal
aid to undergraduate students. In addition, the Uniform
Methodology is used for most assistance awarded through
institutional sources, and forty states currently use the Uniform
Methodology for the programs they fund and ad.ainister.
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BASIC ASS=PTICKIS AD PR=CIPLES

Certain basic assumptions and principles underlie the
structure and nrocedures incorporated in the Uniform
::ethodology. :hese include:

Parents have a responsibility to finance their children's
education to th3 extent that iey are able to do so.

The parents ability to nay derives from a "snapshot"
evaluation of their financial resources at the time their
child applies for assistance. For most families, past or
future financial coneitions are not viewed as heiag a
factor in determining its abilit't to pay

Both income and aszets of the parents and student are
considered in arriving at an estimate of a family's
ability to contribute to educational costs.

Basic and non-discretionary expenses for food, shelter,
and clothing and obligatory expenditures, such as taxes,
are assumed not to be available to the family to pay for
the children's educational costs. A nortion of the
remaining discretionary income is assumec to be available
for postsecondary educational expenses.

Students also are expected to contribute to their own
educational expenses through their earnings, savings,
or other resources that may be available directly to
them, such as veterans' benefits.

Students are expected to contribute a greater proportion
of their income and assets for education than their
narents because they are the primary beneficiaries of the
education received.

To qualify as self-supporting, students must demonstrate
according to established criteria that they are not
receiving any significant financial assistance from their
marents.
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III ELEMENTS OF THE wurom METHODOLOGY

The Uniform Methodology provides separate procedures for
assessing the family contribution of students who are financially
dependent on their parents and those who are self-supporting.
This section first describes the principle elements of the
dependent student need analysis procedure and then describes the
procedure for self-supporting students.

DETERMINING FAMILY CONTRIBUTION FOR DEPENDENT STUDENTS

Parents income, parents' assets, and the student's (and
spouse's) own resources are the three key elements that determine
a family's ability to contribute to the child's postsecondary
education exbenses. The chart on the following page illustrates
how these three factors combine to form the family contribution.

On the incone side, allowances are subtracted from the
7arents' income to cover basic family expenses, txes, and other
specified expenses. The remaining income is potentially
available for postsecondary education expenses.

In addition, the parents' net worth (assets minus
liabilities) is determined and an allowance is made for
retirement and other needs. A portion of the remaining
discretionary net worth is then converted into an income
supp2ement from assets.

Available income and the income supplement from assets added
together represent the parents' adjusted available income. This
sum is multiplied by a contribution rate to determine the
parents' total contribution. This total contribution is divided
by the number of children in college to determine the parent's
contribution for each child.

Also taken into account are the student's own resources --
from expected earnings, previous savings, and any other resources
available to the student exclusive of financial aid awards.

The parents' contribution and the student's contribution
together form the total family cc.ntribution for that student.



Parents'
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equals

[Available
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The following discussion provides details on how each of the
components in the preceding chart is defined under the Uniform
Methodology as well as some of the reasoning that led to these
definitions and procedures.

Parent's Income

The calculation of the parents contribution is based on
income received during the calendar year immediately preceding
the academic year for which the student is applying for aid.
This is known as the base year. For academic year 1985-86, 1984
is the base year and parental income for that year is used.

The use of base year income provides the most recent full
year of actual income information and minimizes the information
that the family must estimate. This income information is keyed
to line items on U.S. income tax forms to provide greater
reliability of the income reported and to facilitate verification
of information.

In recent years, parents have been required to file their
financial aid application after January 1 to ensure that the
information provided reflects income received over the entire
base year. In cases where the student's family financial
situation has changed since the end of the base year, such as the
death of a parent, separation or divorce, or the loss of a job or
benefits, the aid administrator may determine that estimated
income reflects more accurately the family's current financial
condition.

Parents' Income is the sum of Adjusted Gross Income and
their Untaxed Income. Adjusted Gross Income generally follows
the IRS definition, with two exceptions: payments to an IRA or
Keogh account and the IRS married couple deduction are considered
to be income to the parents. IRA/Keogh contributions are
included as income because they are considered to be within the
discretion of the parents. The married couple deduction is added
back into income because it attempts to correct inequities in the
tax system and has no bearing on a family's ability to pay for
education.

Untaxed Income is all other income the parents have received
in the base year, including (the parents') Social Security
benefits, welfare payments, child support, untaxed capital gains,
and untaxed unemployment compensation. Certain specified sources
of untaxed income are not counted including gifts, food stamps,
and deferred annulties.

Treatment of Income of Divorced or Separated Parents In the case
of divorced or separated parents, only the income of the parent
with whom the child resides is generally considered for purposes
of calculating thc family contribution. If that parent has
remarried, the income of the stepparent also.may be counted if
the child lives with or receives financial support from the
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stepparent. If the noncustodial parent is providing child
support or payments for educational expenses, this support is
counted directly as part of the family's contribution for meeting
educational expenses.

Allowances Against Income

The Methodology deducts a number of allowances in order to
arrive at the amount of income that is potentially available for
contributions to education. These allowances against income
include taxes paid, basic living expenses of the family,
extraordinary medical and dental expenses, employment expenses,
and unreimbursed elementary and secondary school tuition.

Taxes Paid An allowance is made against a family's total
incor-lTh7 U.S. income taxes paid and fcr Social Security
(F.I.C.A.) taxes. The Methodology also considers other taxes
families must pay, including state and local income, property,
sales, and excise taxes. Recognizing the difficulty in
collecting precise tax information from individual families, the
Methodology employs a standard allowance for state and other
taxes which varies from 3 to:.14 percent of total income,
depending on the family income level and state of residence.
These allowances are derived from information published by the
I.R.S.

Basic Living Expenses The Standard Maintenance Allowance (SMA)
is an offset against income for the family's basic living
expenses and varies by the size of the family. Living expenses
for the student, however, are only provided for a three-month
period to reflect the time when the student is expected to be
living at home. If family members other than the student will
also be enrolled in postsecondary education, their maintenance
costs during the school year are also subtracted from the
family's SMA.

The allowance is based on consumption and other bapic
living costs for a family at a low standard of living, as
estimated in 1967 by the Bureau of Labor Statistics (BLS). The
base is updated and adjusted each year to reflect attual and
estimated changes in the Consumer Price Index. The 1967 figures
are used as a basis for this allowance because the BLS has not
conducted a comparable survey of expenses since that time.

Medical and Dental Expenses An allowance is made for medical
and dental expenses (excluding medical insurance) that exceed
what is considered usual for a family. Since the Standard
Maintenance Allowance provides for basic medical expenses
(including medical insurance), the Methodology considers as an
additional allowance only those medical/dental expenses that
exceed 3 percent of the parent's total income. Until 1984, this
allowance was identical to the allowable deduction for
medical/dental expenses for U.S. income tax purposes. While the
deductible level has been raised to 5 percent in the tax system,
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the allowance base remains at 3 percent in the Uniform
Methodology because it was believed that this percentage figure
more closely indicates the level at which unforeseen medical
expenses become extraordinary.

Elementaiv 'and Secondary School Tuition Ex enses All expenses
reported y parents as e ementary and secon ary tuition costs
up to a maximum of $2,700 per child are regarded as an offset to
income and not available for meeting postsecondary education
expenses. The $2,700 ceiling is basea on the National Center for
Educat:on Statistics estimate of national average per-pupil
instruction costs for a student attending a public elementary or
secondary school.

This allowance is included in the Methodology principally
because provisions in the Higher Education Act of 1965 stipulate
that "any educational expenses of other children in the family"
be considered in determining a student's expected family
contribution for the federal student aid programs.

Employment Costc An allowance for employment-related expenses
Is Included In the Methodology for families in which both parents
are working and for single-parent households. The allowance is
made in recognition of the additional expenses incurred by
working parents -- such as clothing, transportation, housekeeping
costs and meals away from home -- that are not included in the
Standard Maintenance Allowance. (Expenses for child care are not
included in the Employment Allowance because relatively few
parents of college students have other dependent children young
enough to require child care. Aid administrators may include
child care expenses for those families with young children.)
For 1985-86, the Employment Allowance is:

for two working parents, 35% of the lesser of the two
employment incomes or $2,000, whichever is less.

for one parent families, 35% of employment income
or 52,000, whichever is less.

The maximum dollar allowance is based on selected
employment-related items in the BLS Consumer Expenditure Survey
of 1972-73 and is updated annually for inflation. The 35 percent
rate is roughly the ratio of the maximum dollar allowance
($2,000) to the earnings of a full-time worker at the prevailing
minimum wage.

Available Income

The difference between Parents' Income and Allowances is
called Available Income -- that is, available to the family for a
variety of discretionary purposes, including the postsecondary
education of the children.
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Contribution from Assets

Parents assets are another factor in measuring a family's
ability to pay. The concept under the Methodology is to convert
a portion of these assets into an income supplement, after an
allowance is made primarily for retirement needs. Assets are
converted into an income supplement because it is felt that a
combined measure of both income and assets is the best way to
assess a family's overall financial condition.

Parents' Net worth

Under the Uniform Methodology, the assets that are taken
into consideration are those for which the value is reasonably
easy to determine. Existing liabilities against those assets are
also considered. The Parents' Net Worth is the total of asset
value minus liabilities of the following items measured at the
time the family applies for aid:

the current balance of checking and savings accounts
and cash on hand.

home equity, determined by subtracting the unpaid
mortgage and related debts from the current market
value of the home.

the net value of investments and other real estate,
derived by subtracting unpaid debts on these holdings
from thetr current market value.

the net worth of a business or farm (the present market
value minus unpaid mortgage or debts), to which an
adjustment percentage is then applied. The Methodology
recognizes that assets held in businesses and farms are
income-producing and does not include their full net
value; instead, a percentage of net worth which ranges
from 40% to 100% (for net worth over $300,000) is
applied.to these assets.

. In general, no distinction is made between different types
of assets, with the exception of business or farm-related
holdings. The theory here is that the liquidity of an asset has
no bearing on the underlying financial strength that the asset .

provides to the family. If an asset cannot readily be
transformed into cash, it can be used to serve as a collateral
for a loan. Moreover, the balance between liquid and illiquid
assets is frequently a matter of family choice and, thus, in the
Uniform Methodology, no attempt is made to give a preference to
one form of asset holdings over another.

The equal treatment of all assets is similar to the
treatment of income under the Methodology. Income is treated the
same regardless of whether it is derived from employment,
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investment or other sources; similarly, assets are considered
equally regardless of their form.

Asset Protection Allowance

The Asset Protection Allowance shields a portion of the
Parents Net Worth from being considered available for
postsecondary education expenses. The amount of the allowance is
based on the age of the older (or only) parent. The formula
used to derive the allowance calculates the amount needed to buy
an annuity policy that would produce sufficient income in
retirement to make up for the difference between the moderate
BLS living standard and prospective Social Security benefits.
Separate schedules are developed for one-and two-parent families
to reflect differences in standards of living and expected Social
Security benefits. As a result, the asset protection allowances
for single parents are roughly 25 percent less than those for a
two-parent family.

Discretionary Net Worth

Discretionary Net Worth is determined by subtracting the
Asset Protection Allowance from the-Parents' Net Worth.

Conversion Percentage

The Parents' Discretionary Net Worth is converted into an
income supplement by multiplication by a percentage factor. The
percentage varies from 0 to 12% depending on whether the
discretionary net worth is positive or negative and, if negative,
according to the family's Available Income level.

A positive Discretionary Net Worth is assumed to indicate
that the parents have accumulated sufficient assets to provide
for a moderate standard of living upon retirement, plus
additional reserves. For these families, a rate of 12 percent is
used to convert the Discretionary Net Worth to an Income
Supplement. The conversion percentage is related to the expected
return on and/or appreciation of the family's asset holdings to
reflect how much income these assets might annually provide.

A negative Discretionary Net Worth, on the other hand, is an
indication that the family has not yet been able to accumulate
sufficient assets for retirement needs. In these cases, the
shortfall in assets is subtracted from Available Income at a
conversion percentage that variea from 0 to 6% depending upon the
Parents' Available Income. The 6 percent figure approximates the
annual rate of saving that would be required to accumulate
additional assets to provide for retirement.

Income Supplement from Assets

The Income Supplement is the product of Discretionary Net
Worth multiplied by the Asset Conversion Rate. The Income
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Supplement is seen as a measure of what assets annually add to
the family't use of its current income. It does not mean or
imply that the family is expected to convert its assets into
cash. For parents with little or no assets, the Income
Supplement may be negative and thus become an offset against the
family's Available Income to permit the accumulation of assets
needed for retirement and other purposes.

Adjusted Available Income

The sum of the Available Income and the Income Supplement
from Assets is called the Adjusted Available Income. This figure
represents a combited measure of a family's financial strength
from both income and assets.

Contribution Rate

A schedule of contribution rates is applied to the Adjusted
Available Income to estimate the ability of a family to
contribute towards their children's educational costs. A
progressive schedule is used and works on the premise that as a
family's economic strength inareases, the percentage of income
needed for basic family suppoit decreases and a larger proportion
is available for discretionary purposes.

There are separate taxation schedules for thu parents of
undergraduate and graduate students, with the rates for parents
of graduate students generating lower contributions than those
for undergraduates. This distinction is based on the notion that
parents who have already supported the student as an
undergraduate should not have to contribute to the same degree
for the child's graduate or professional school expenses.

The marginal contribution rates currently range from 22 to
47 percent for undergraduate students and from 18 to 47 percent
for graduate and professional students. The rates are intended
to reflect what parents might reasonably be expected to
contribute at different levels of income.

Adjusted available income is divided into brackets against
which the marginal contribution rates are applied. These
brackets are adjusted annually so that the parents' contribution
is indexed to inflation. This adjustment, along with other
inflation-related adjustments to the allowances for employment,
asset protection, and basic living expenses, is intended to keep
the parents' contribution at a relatively constant proportion of
their Available Income. In other words, contribution levels are
expected to remain at roughly the same level, in constant dollar
terms, from year to year, assuming the parents' income keeps pace
with inflation and there are no other fundamental changes to the
Methodology or in the federal tax system.

For families with incomes of less than the amount of
allowances, the lowest contribution rate is applied against the
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negative income figure, thus producing a negative contribution,
up to a maximum of -$750. This negative contribution, however,
is not added to the need of the student above the costs of
attendance. Instead, the negative parental contribution figure
assists the financial aid administrator in identifying the most
needy students whose parents' resources are insufficient to
support the family at even a low standard of living.

Total Parents' Contribution

The AdjuLted Available Income multiplied by the Contribution
Rate produces the Total Parents' Contribution for education for
all children in the family. If more than ore child will be
enrolled at least half-time in postsecondary education during the
year for which the student is applying for aid, the Total
Parents' Contribution is divided by the number of children in
postsecondary education to determine the Parents' Contribution
for the particular student. Thus, each child enrolled in
postsecondary education is assumed to receive an equal share of
the parents' overall contribution.

Student's Earnings ContributiPn

The Uniform Methodology incorporates the principle of
self-help by expecting the student to contribute toward his or
her own education costs through earnings from employment during
the summer or the academic year. The Methodology includes a
standard minimum contribution from expected earnings (net of
taxes and employment-related expenses) of $700 for freshmen and
$900 for all other students. These amounts are based on an
expectation of summer earnings: a 30-hour work week for 10 weeks
at $3.35/hour (minimum wage) for freshmen and a 40-hour work week
for 10 weeks at the same rate for all other students.

In recognition of the differences among students in their
onportunities to earn and save, the standard earnings expectation
serves primarily as a guideline to institutions. Institutional
aid administrators are encouraged to assess carefully the
appropriateness of the national standard for particular students.
They may develop their own specifications for students whose
expected earnings where the standard may not reasonably apply.
In cases where the expected contribution is not realized, aid
administrators are also encouraged to assist such students in
meeting their earnings contribution through loans or term-time
employment opportunities.

Student's Asset Contribution

The Net Worth of student assets (the same types of assets
used in the parents' analysis) is multiplied by 35 percent to
determine the contribution expected from those assets during a
given year. The 35 percent rate is designed to utilize, but not
to exhaust, a student's asset resources over a four year span
of undergraduate enrollment; a portion of the asset value is,
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therefore, protected for use during a fifth undergraduate year if
needed, graduate study, or the time period between graduation and
initial employment.

Student's Benefits

Benefits provided through federal and state programs for
veterans and their dependents are considered to be fully
available for the student's educational expenses. Other untaxed
income and benefits, such as payments from Vocational
Rehabilitation and Manpower Development or similar assistance
programs are included at full value as a resource to the student.

Student's Contribution

The Student's Contribution is the sum of the Student's
Earnings Contribution, the Asset Contribution and any other
untaxed income and benefits.

Total Family Contribution

The Student's Contributibn added to the Total Parents'
Contribution results in the Total Family Contribution.

Student's Expense Budget

The Expense Budget for a dependent student, includes tuition
and fees, books and supplies, and living expenses for the period
of enrollment. For married students, expenses are estimated from
costs incurred in the year of application. For students living
on campus, room and board charges are used as a measure of living
expenses. Institutional aid administrators are responsible for
estimating the costs for other types of living arrangements, such
as commuters living at home and students living off campus.

Calculation of Need

When the Total Family Contribution is subtracted from the
student's cost of attendance at a given institution, a student's
need for financial assistance can be determined. This completes
the need analysis for the dependent student.

There are some fundamental differences in the dependent and
self-supporting need analysis procedures that should be
underscored. These differences are:.

The treatment of basic living expenses

For financially dependent students, the basic living
expenses of the family (and the student during the
summer months) are viewed as an offset against the family
income. For self-supporting students (and their spouses
and children), basic living expenses are, instead,
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regarded as a cost of attendance, with no allowance made
for living expenses on the income side of the
calculation.

The year for determining income of the family unit

For financially dependent students, family income
is the calendar year prior to when the student will
be enrolled. This is done to permit verification of the
income data and minimize the degree of estimation.
Self-supporting students, on the other hand, are asked to
estimate their (and their spouse's) income for the summer
before and academic year when they will be enrolled.
Estimated income is used for self-supporting students
because of the dramatic changes that occur in their
financial condition when they become students.

The treatment of taxable and non-taxable income

For dependent students, taxable and non-taXable income
of the parents are combined before allowances are made
for taxes and other eXpenses. For self-supporting
students, allowances *are deducted only from taxable
income. All non-taxable income of the self-supporting
student is assumed to be available for contribution to
educational expenses.

The use of income and assets for measuring financial
strength

For dependent students, the financial strength of their
parents is based on a combined measure of income and
assets to reflect the interdependence of income flow and
asset accumulation. For self-supporting students,
expected contributions from income and assets are
calculated separately.

DETERMINING FAMILY CONTRIBUTION FOR SELF-SUPPORTING STUDENTS

Under current law and regulations, in order to qualify as
self-supporting, a student must:

not receive $750 or more of financial support from their
family

not live with their parents longer than six weeks during
the i:ear; and

not be claimed as an exemption on the parents income tax
return.

These three criteria must be met in each of two years -- the
year in which aid will be received and the preceding (base) year.
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This definition is based on the notion that parents giving
their children even minimal support should be responsible to
provide support for educational expenses. With relatively little
change, these criteria have been in place ior over a decade and
grew out of the definition orginally established under the Basic
Grant program in 1973,

The basic principles incorporated in the definition were
established as early as 1959 (for the NDSL program) and provide
the student a means of demonstrating a history of self-support.
These first rules for documenting self-support included the
income tax dependeace, residence, and financial support criteria
that are still used In the current definition.

The need analysis procedures used to estimate family
contribution for self-supoorting students were recently revised
in substantial ways; 1984-85 was the first year in which the new
procedures went into effect. These changes evolved from a series
of concerns about the ways in which the resources of independent
students were assessed under past procedures. The new system is
based on the following principles:

Students who have not accumulated sufficient personal
resources should be able to receive financial assistance
to pay for direct educational costs and minimum living
costs for themselves and their dependents.

Through a combination of financial aid and personal
resources, all self-supoorting students and their
families should be able to maintain a minimum living
standard.

Students and their spouses who earn income should be
expected to contribute most of that income toward direct
and indirect educational expenses; they should, however,
be allowed to retain a portion of that income in order to
improve their standard of living.

All students and their spouses should be expected to
.contribute a minimum amount of resources toward their
education.

As the following chart illustrates, the family contribution
for self-supporting students has three components: the
contributions from the student's and spouse's Taxable Income,
Nontaxable Income, and Net Worth assets. For Taxable Income, an
allowance is made for taxes paid to arrive at Availabl Taxable
Income. A large proportion of thin Available Taxable Income is
considered to be a contribution for educational expenses. The
amount calculated under this procedure is compared to a Minimum
Contribution, and whichever is more is considered to be the
contribution from Taxable Income. All nontaxable income of the
student and spouse is considered to be a contribution for
education.
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Income

times

Contribution
Rate

equals

Contribution from
Taxable Income

Or

Minimum
Contribution
(whichever is morel

Nontaxable
/ncome

Contribution
from Nontaxable
Income

FAMILY
CONTRIBUTION

Student and Spcuse's
Net Worth

minus

Asset Protection
Allowance

equals

Discretionaty
Net Worth

times

Conversion
Rate

t.'quals

Contribution 1

from Assets
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An Asset Protection Allowance is subtracted from the
student's and spouse's Net Worth to derive Discretionary Net
Worth. A portion of the Discretionary Net Worth is then regarded
as the Contribution from Assets. The Contribution from Taxable
Income, Nontaxable Income, and Net Worth together constitute tha
family 's contribution for the self-supporting student.

The following discussion describes in more detail how each
of these elements is defined.

Taxable Income of Student and Spouse

The income of both the student and spouse is assessed when
detebmining ability to pay for the cost of education. A
self-supporting student is asked to estimate his or her taxable
income and that of the spouse for the summer before and the
academic year in which they are applying for aid.

Allowances for Taxes

Estimated federal income and Social Security taxes and
state and local income taxes ire deducted from the taxable income
of the student and spouse.

Available Taxable Income

Taxable income minus Allowanc,.:, Taxes results in
Available Taxable Income.

Contribution Rate

A large portion of the student's and spouses Available
Taxable Income is expected to be used to meet educational
expenses. This is consistent with the principle that educational
expenses represent the primary use of the student's income.
Under the current rules, 70 percent of income is expected to be
used for education up to the level of the BLS moderate standard
of living. For income above the moderate standard, 90 percent
is regarded as a contribution to education. The 70 percent rate
is roughly the ratio of the BLS low and moderate living
standards; it is designed so that a student with an income at the
moderate standard is expected to contribute an amount roughly
equal to the low standard. The remaining 30 percent is assumed
to be available to improve the student's standard of living
beyond thz subsistence level.

Prior to 1984-85 the need analysis procedures considered 100
percent of the student's and spouse's income to be contributions
to basic living and educational expenses. This rule was changed
to allow students to retain a portion of their income for
nurposes other than education thereby providing a modest
incentive for students to work.

2 9 1
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Contribution from Taxable Income

Multiplying Available Taxable Income by the Contribution
Rate results in an expected Contribution from Taxable Income.

Minimum Contribution

Under current Uniform Methodology procedures, students and
their spouses are expected to contribute a minimum amount to the
student's educational expenses. The Minimum Contribution is
$1,200 for the self-supporting student and $4,200 for the
spouse. This Minimum Contribution is used if it is larger than
the amount calculated through the contribution rate (70/90%)
procedure.

The notion of a minimum contribution derives from an
expectation that self-supporting students will work at least
part-time all year. This expectation is consistent with the
expectation from dependent students. The amount of the Minimum
Contribution for the student is determined by mutiplying the
minimum wage ($3.35 per hour)_by 10 hours a week and then
applying the 70 percent marginal contribution rate. If the
student's spouse is not a student, the minimum contribution is
the minimum wage times 40 hours per week ($6,000, net of taxes)
times the 70 percent assessment rate.

The amounts of the Minimum Contribution are intenaed
primarily as guidelines. Aid administrators have the dism:etion
to adjust the Minimum Contribution figures to reflect the
circumstances of individual students and their spouses and local
economic conditions.

The Minimum Contributions for the student and spouse are
prorated monthly if the student is not enrolled for the full
year. The actual dollar amount expec';ed for a student's
self-help contribution is modified for any changes in the minimum
wage, and exceptions can be made for individual circumstances.

Nontaxable Income

All of the self-supporting student's and the spouse's
non-taxable income is expected to be fully available to help
meet the cost of education. Nontaxable income sources include:

Aid to Families With Dependent Children (AFDC)

Veteran's Administration benefits

Social Security benefits

Student and Spouse's Net worth

A portion of the value of the student's and spouse's assets
is considered to be available to meet educational expenses.
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These assets include cash, savings, checking accounts, home
equity, the net value of other real estate and iavestments, and
the adjusted net worth of a business or farm. Liabilities
against these assets are subtracted in order to arrive at Net
Worth.

Asset Protection AllowanCe

The Asset Protection Allowance fnr self-supportin% sttAents
depends on both their age and whether they have dependants.
Students who are 25 years old or younger receivc nn atna-at
protection allowance against their net worth. Self-,supporting
students older than 25 receive an allowance idenni-val to that of
dependent students parents of the same age. SW-supporting
students wtth deo.'ndents are treated the same as two-parent
families of dependent students. Single self-supporting students
are.treated the SaMe as single-parent families. Therefore, as in
the case of on:!-psrent and two-parent !!amilles, the Asset
Protection Allowonce for self-supporting students with dependents
is roughly 25 percent more than that for a single self-supporting
student.

Discretionary Net Worth

The student's Discretionary Net worth is the student's and
spouse's Net Worth minus the Asset Protection Allowance.

Asset Conversion Rate

For self-supporting students with no children, a larger
proportion of their assets is expected to be contributed to
education than is expected from the parents of dependent
students. Thirty-five (35) percent of the Discretionary Net
Worth of self-supporting students with no children is expected to
be contributed to the costs of the student's education. Since
education is viewed as being their primary expense, these
students are expected to contribute more than parents, who have
many claims on the use of their assets. This 35 percent figure is
consistent with the assessment rate for the assets of dependent
students, although dependent students have no asset protection
allowance.

The financial obligations for the self-supporting student
with dependents other than A spouse, however, are regarded as
being.comparable to the obligations of the parents of a dependent
student. Thus, a 12 percent Contribution Rate is applied to
assets to derive the Discretionary Net Worth of self-supporting
students with children.

Family Contribution

The sum of the self-supporting student's Contribution from
Taxable Income, the Contribution from untaxed income, and the
Contribution from assets equals the Total Family Contribution



218

available to the student to meet educational costs.

Student Expense Budget

The financial aid administrator at each institution
determines the total cost of attendance for each student. The
student expense budget should include direct costs such as
tuition, fees, and books, and estimated living expenses for the
student and his or her family.

The exmense budget for the self-supporting student includes
basic living expenses at a minimum standard of living for a
twelve-month period. Adjustments to the expense budget are made
for students who are not enrolled for a full academic year or who
carry less than a full-time course load.

Calculation of Need

Need for self-supporting students, as in the case of
dependent students, is determined by calculating the difference
between the student's total family contribution and the cost of
attendance as estimated in the student expense budget.
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APPENDIX A

Allowances and Computation Tables
for the 1985-86 Uniform Methodology

1. Allowance for State and Other Taxes

State or Ter.

Parent's state of
Residence

Total income

Student's state
of residence

Taxable income only
$0-
14,999

$15,000
or more

Alabama 6 5 3

Alaska 8 7 4

American Samoa . 4 3 0

Arizona 7 :6 3

Arkansas 7 6 4

California . . . 9 8 5

Colorado 9 8 3

Connecticut . . . 8 7 1

Delaware 9 8 7

Dist. of Columbia 10 9 6

Florida 5 4 0

Georgia 8 7 4.

Guam 4 3 0

Hawaii 10 9 5

Idaho 8 7 4

Illinois 7 6 2

Indiana 6 5 2

Iowa 8 7 4

Kansas 7 6 3

Kentucky 8 7 4

Louisiana 4 3 1

Maine 9 8 4

Maryland 11 10 6

Massachusetts . 12 11 5

Michigan 10 9 4

Minnesota 11 10 7

Mississipp 6 5 2

Missouri 7 6 3

Montana 8 7 4

Nebraska 8 7 3

Nevada 5 4 0

New Hampshire . . 7 6 1

New Jersey . . . 9 8 3

New Mexico . . 7 6 2

New York 14 13 7

North Carolina . 8 7 5
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North Dakota . . 6 5 2

Ohio 7 6 3

Oklahoma 6 5 3

Oregon 9 a 6

Pennsylvania . . . 9 a 4

Puerto Rico . . . . 6 5 2

Rhode Island . . . 11 10 4

South Carolina . . 6 7 4

South Dakota . . 6 5 o
Tennessee 5 4 o
Texas 4 3 o
Trust Territory . 4 3 o
Utah 9 a 4

Vermont 10 9 5

Virgin Islands . 4 3 o
Virginia 9 8 4

Washington . . . . 6 5 o
West Virginia . . 6 5 3

Wisconsin 11 10 6

Wyoming 4 3 o
Canada 9 a 4

Mexico 9 , 4
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2. Standard Maintenance Allowance

Family Size
(including applicant) Allowance*

2 $ 7,880

3 9,820

4 12,120

5 14,300

6 16,730

each additional 1,890

*Deduct $1,350 for each family member (other than the applicant
and parents) who will be enrolled at least half-time in
postsecondary education in 1985-86.

3. Adjustment of Business and Farm Net Worth

Net Worth (NW) of Adjusted net worth of business or farm
business or farm

Less than $1
1 to

$ 60,001 to
$180,001 to
$300,001 or

$0
S 60,000 . . 40% of NW
$180,000 . . $ 24,000 plus 50%
$300,000 . . $ 84,000 plus 60%
more . . . . $156,000 plus 100%

51-473 0 - 86 - 8

of NW over $ 60,000
of NW over $180,000
of NW over $300,000
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4. Asset Protection Allowance
(dependent/self-supporting students)

Age of older parent/
Self-supporting
student's age

Number of parents(s)/
self-supporting student's family size
2 parents/2 or more 1 parent/One

25 or less $ 0 $ 0

26 1,800 1,400
27 3,600 2,900
28 5,500 4,300
29 7,300 5,300
30 9,100 7,200
31 10,900 3,700
32 12,700 10,100
33 14,600 11,600
34 16,400 13,000
35 18,200 14,500
36 20,00 15,900
37 24800 17,400
38 23,700 18,800
39 25,500 20,300
40 27,300 21,700
41 27,900 22,200
42 28,600 22,800
43 29,400 23,200
44 30,200 23,800 .
45 31,000 24,400
46 32,100 25,000
47 32,900 25,500.
48 33,800 26,100
49 35,000 26,800
50 35,900 27,500
51 37,100 28,300
52 38,400 29,000
53 39,700 29,800
54 41,000 30,700
55 42,300 31,500
56 43,700 32,400
57 45,200 33,200
58 46,700 34,200
59 48,500 35,300
60 50,000 36,400
61 52,000 37,500
62 54,000 38,600
63 56,000 39,800
64 58,500 41,200
65 or more 60,600 42,400
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5. Asset Conversion Rate

Discretionary
Net Worth (D.N.W)

Available
Income

Rate
(applied to D.N.W)

$0 or more any amount 12%
less than $0 $0 or less 6%
less than $0 $1-$14,999 . (15,000 -AI) x 6%

15,000
less than $0 $15,000 or more 0

6a. Parente., .Contribution from Adjusted
Availab1 - Undergraduate Students

Adjusted Available Total Parents'
Income (AAI) Contribution

Less than $-3,409 5-750
5-3,409 to $ 7,000 .22% of AAI
$ 7,001 to $ 8,800 $1,540 + 25% of AAI over $ 7,000
$ 8,801 to $10,600 $1,990 + 29% of AAI over $ 8,800
$10,601 to $12,400 $2,512 + 34% of AAI over $10,600
$12,401 to $14,200 $3,124 + 40% of AAI over $12,400
$14,201 or more $3,844 + 47% of AAI over $14,200

6h. Parents' Contribution from Adjusted
Available IncOme - Graduate Students

Adjusted Available Total Parents'
Income (AAI) Contribution

Less than $-3,409 5-750
5-3,409 to 0 22% of AAI

1 to $ 7,000 18% of AAI
$ 7,001 to $ 8,800 $1,260 + 22% of AAI over $ 7,000
$ 8,801 to $10,600 $1,656 + 26% of AAI over $ 8,800
$10,601 to $12,400 $2,124 + 32% of AAI over $10,600
$12,401 to $14,200 $2,700 + 39% of AAI over $12,400
$14,201 or more $3,402 + 47% of AAI over $14,200

7. Available Taxable Income (ATI) Rates

Family Size Student's AI 12-month Contribution from TI

1 . . . . $ 0 to $ 8,200 70% of AI
$ 8,201 or more $ 5,740 + 90% of AI over $ 8,200

2 . . . . $ 0 to $11,000 70% of AI
$11,001 or more $ 7,700 + 90% of AI over $11,000

3 . . . . $ 0 to $14,500 70% of AI
$14,501 or more $10,150 + 90% of AI over $14,500

4 . . . . $ 0 to $17,400 70% of AI
$17,401 or more $12,180 + 90% of AI over $17,400

5 . . . . $ 0 to $22,100 $70% of AI
$22,101 or more $15,470 + 90% of AI over $22,100

6 or more $ 0 to $26,000 70% of AI
$26,001 or more $18,200 + 90% of AI over $26,000
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APPENDIX 11

Revisions in the Uniform Methodology

1976-77 to 1986-87

1976-77 1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 1986-87

Parents' taxable income R

+ Parents' nontaxable income R

- Social security adjustment R R

Parents' total income

- U.S. income tax L L I. I. L I. L L

- F,I,C,A, tax L L L L L LLLL L L

- State and other taxes R R R R R R

- Elementary/secondary tuition R R P. R

- Medical and dental expenses

- Casualty and theft losses R R

Employment allowance R 1 I R 1 R

- Standard maintenance allowance RIIIIIIIII1
Parente' available income

Cash, savings, checking accounts

t Nome equity

+ Investment§ and other reril estate

'4 Adjusted business/farm not worth R 1 I I 11111
- 1.).kdeilmtatEatiTL..... R

Net worth

-Assetr:ote1±_1denallowancn 1 1 R R I IIII1
Discretioary net worth

x pow conversion percentage R 1 1 1 1 R I I 1

. Income Supplement

Parents' available income

4, Income supplement

+ Parents' share of student's

social security benefits H 1 I I 1

N Adjusted available income

x AAI taxation rate 1 1 I I IIII1
Total parents contribution

+ Number in college

Parents' contribution for student

Note L Legislative Change; I Inflation Adjustment; R Revision of Rationale
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1976-77 1977-78 1978-79 1979-80
1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 1986-87

Student's share of studenee

social security benefits

+ Veteran's benefits

+ Other nontaxable income and benefits

+ Student's availablifincome

Student's net assets

x Conversion percentese

Student's contribution,from assets

Student's available income

+ Student's contribution from assets

+ Student's as er savings

Student's contribution

Parents' contribution for student

+ Student's contributuion

Total family contribution

Note: L Legislative Change; I Inflation Adjustment; R Revision of Rationale



Parents' taxable income

1976-77 Adjusted gross income replaced total taxable income (less employee business expenses).

Parente' nontaxable Nome

1984-85 Contributions to IRA/Keogh and the deduction for A muted couple when both parents work included in

nontaxable (untaxed) income,

Social security adjustment

1976-77 New rationale for apportioning student's benefits to both student and parents required initial

adjustment to parents' income,

1982-83 Change in rationale elininated need for adjustment.

(See Parents' share of student's social security benefits.)

U.S. income tax

1976-77 Tax credit of $30 per exemption added.

1977-78 Tax credit revised to $35 per exemption,

1978-79 Revisid standard deduction.

1980-81 Revieed tsx schedule; increased standard deduction and standard exemption.

1983-84 Revised tax schedule.

1984-85 Revised tax schedule.

1985-86 Revised tax schedule.

1986-87 Revised tax schedule; increased standard deduction and standard exemption.

MICA, tax

1976-77 Increased base (5.85 percent

1977-78 Increased base (5.85 percent

1978-79 Increased base (5.85 percent

1979-80 Increased tax and base (6.05

1980-81 Increased tax and base (6.13

1981-82 Increased base (6.13 percent

1982-83 Increased tax and base (6.65

1983-84 Increased tax and base (6,70

1984-85 Increased base (6.70 percent

1985-86 Increased base (6.70 percent

1986-87 Increased tax and base (7.05

of $14,100).

of $15,300).

of $16,500),

percent of $17700).

percent of $22,900).

of $25,900).

percent of $29,700).

percent of $32,400).

of $35,700).

of $37,800).

percent of $39,600). 232



State and other taxes

1976-77 Standard illovance replel calculated state income tax.

1978-19 through 1984-85

Table revised annually tor state-specific allowance'.

Elementary/secondary tuition allowance

1983-84 Introduced into methodology. Allowed smount reported in excess of four percent of parents' total

income.

1984-85 Maximum allowance of $1,400 established.

1985-86 Four percent threshold removed and maximum increased to $2,700 per eligible child.

1986-87 Maximum increased to $2,900 per eligible child.

Casualty and theft losses

1976-77 Allowance replaced Qtcrgency Illovance,

1980-81 Eliminated from methodology.

Employment allowance

1976-77 Calculation schedule revised from 50 percent of

first $2,000 of earnings and 25 percent of next

$2,000. New schedule allowed 50 percent of first

$3,000 of earnings.

101-18 Allowance extended to include one-parent families.

1978-19 Allowance maximum revised for inflation to $2,000.

1980-81 Allowance maximum revised for inflation to $2,400.

1982-83 New allowance of 30% of wages to a maximum of $1,800 introduced.

1983-84 Allowance maximum revised for inflation to $1,900.

1985-86 New allowance of 35% of wages to a maximum of $2,000 introduced.



Standard maintenance allowance

1976-77 Direct allowance replaced maintenance allowance formerly a part of parents' contribution calculation.

1977-78 through lit8-80

Revised for infladon.

1979-80 Revised for inflation.

(See Humber in college, 1979-80! bellv.)

1980-81 through 116-87

Revised k; inflation,

Srd maintensoce allowance -- for underveduate studat

SHA Reduction for

Each Additional

!oily size.

2 3 4 S 6 Each Additlonal Family Hember in College

1986-87 81150 10,160 12,540 ,E1,t(115 17,310 +1,950 -1,390

1905-86 7,880 9,820 12,120 lirlm 16,730 +11090 -1,350

1984-85 7,660 9,550 11,790 1310 16,270 +1,840 -1,310 b0

1983-84

1982-83

7,360

6,970

9,180

8,690

11,330

10,730

13,370

12,660

15,640, ,

14,810

+1,760

+1,670

-1,260

-1,190

bD

00

1981-82 7,050 8,790 10,850 12,800 14,970 +1,690 -1,210

1980-81 6,010 7,480 9,240 10,900 12,750 +1,440 -1,030

1979-80 5,360 6,670 8,240 9,120 11,370 +1,290 - 900

1978-79 4,970 6,200 7,650 9,630 10,560 +1,200

1977-78 4,780 5,870 7,350 8,680 9,770 --
197647 4,600 5,560 7,070 0,350 9,400 aftorvm

83-84 7,360 9,180 11,330 13,370 15,640, , +1,760 -1,260 bD

00
1982-83 6,970 8,690 10,730 12,660 14,810 +1,670 -1,190

1981-82 7,050 8,790 10,850 12,800 14,970 +1,690 -1,210

1980-81 6,010 7,480 9,240 10,900 12,750 +1,440 -1,030

1979-80 5,360 6,670 8,240 9,120 11,370 +1,290 - 900

1978-79 4,970 6,200 7,650 9,630 10,560 +1,200

1977-78 4,780 5,870 7,350 8,680 9,770 --
197647 4,600 5,560 7,070 0,350 9,400 aftorvm

Adjusted business/fart net worth

1976-77 Revision of adjustment rate for uppermost band of net worth from 70 percent to 100 percent

379-80 Revision of net worth bode in table for inflation since tablt was constructed.

1980-81 through 1986-87

Revision for inflation,

23



Other debts outstanding

1979-80 Made optional part of methodology.

1980-81 Eliminated from methodology.

Asset protection allowance

1977-78 and 1978-79

Revised for inflation.

1979-80 Allowances Waived by formula.

1980-81 Formula modified to incorporate future inflation; allowance based on age $f older parent.

1981-82 through 1986-87

Revised annually for inflation.

Alisq protection sllowance twolarent family

40 45

ACE

55 60 6550

1986-87 $27,0 $3150 $36310 $42,800 $500 $61A0

1985-86 27,300 31,000 35,900 42,300 50,000 60,600

1984-85 25,800 29,600 34,300 40,200 47,900 58,200

1983-84 24,600 28,100 32,600 38,300 45,600 55,400

1982-83 24,600 28,100 32,600 38,300 45,600 55,400

1981-82 25,000 28,600 33,200 39,300 46,800, 56,800

1980-81 21,200 24,500 28,500 33,700 40,200 48,900

1979-80 11,310 14,330 18,320 23,690 30,960 40,690

1978-79 9,560 11,110 13,000 15,450 18,890 24,000

1977-78 9,200 10,700 12,510 14,870 18,190 23,110

1976-77 8,600 10,000 11,700 13,900 17,000 21,600

Discretionary net worth conver:ion percentage

1976-77 Single-rste schedule based on parents' available income and income supplement replaced schedule baled

on age of head of household, Negative income supplement allowed in analysis, replaced former

allowance for excess indebtedness.

1977-78 through 1980-81

Revision for inflation of the level of available income at which negative income supplement is

disallowed; based on upper range of lowest adjusted available income taxation band (approximation of

moderate standard of living).

1981-82 Revised for inflation. Procedure adopted for gradually reducing the conversion rate from aim to zero

percent when discretionary net worth is negative.

1982-83 Revised for inflation,

1983-84 Revised for inflation.

1986-87 Revised for inflation.
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Parents' share of staent's social security benefits

1976-77 Rationele for considering student's benefits a part of family income or a direct student resource (or

portion to each) replaced consideration of benefits only as A student resource.

1977-78 through 1980-81

Revision for inflation of levels of available income plus income supplement for determining

distribution of student's social security benefits; based on upper range of lowest adjusted available

iniose taxation band (approximation of moderate standard of living).

1982-83 One hundred percent of student's social security benefits

considered a direct student resource, regardless of family income

level.

Adjusted available income taxation schedule

1976-77 Taxetion schedule truncated (55 percent rate eliminated). Revised procedure applied to adjusted

available income (with standard maintenance allowance included in its calculation), replaced former

procedure that taxed effective income to produce a osintenance contribution and a contribution from

discretionary income.

1977-78 through 1986-87

Adjusted available incote bands in schedule revised annually for inflation, in accordance with

U.S. Office of Education regulations.

Parents' contribution from adjusted available income

Adjusted available income (lower value in range)

Contribution Rate

22: 25% of

MSS
29% of

excess

341 of

Mess

402 of

eXCess

47% of

excess

1986-87 $-3,409 $7,300 $9,100 $10,900 $12,700 $14,500

1985-86 -3,409 7,000 8,800 10,600 12,400 14,200

1984-85 -3,409 6,800 8,500 10,200 11,900 13,600

1983-84 -3,409 6,600 8,250 9,900 11,550 13,200

1982-83 -3,409 6,200 7,800 9,400 11,000 12,600

1981-82 -3,409 6,300 7,900 91500 11,100 12,700

198041 .3,409 5,370 6,720 8,070 9,420 10,770

1979-80 -3,409 4,790 5,990 7,190 8.390 9,590

1978-79 .3,409 4,440 5,560 6,670 7,780 8,890

1977-78 -3,409 4,280 5,350 6,420 7,490 8,560

1976-77 -3,181 4,000 5,000 6,000 7,000 8,000
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Number in college

1976-77 Schedule of percentages replaced farmer procedure for designating a portion .of parents' contribution

for "maintenance" and dividing the remainder ("discretionary
income contribution") by number in

college.

1979-80 Procedure revised to reduce standard maintenance allowance by amount for each additicnal family member

in college beyond the first one; total family contribution divided by number of college.

1984-85 Parents no longer included in number in college.

Student's ahare of student's social security benefits

1976-77 through 1982-83

See parents' share of student's social security benefits.

1985-86 Student's educational social security benefits no longer applicable.

Student's assets conversion percentage

1976-77 Conversion rate of 35 percent
replaced former procedure of dividing

student's net assets by number of

years remaining in college.

Student's summer savings

1976-77 Revised schedule replaced former one.

1981-82 through 1986-87

Based on national minimum wage standard,

Student's 8ummer Savinp
104

C4,

1981/82-1986/87 1976/77-1980/81 Former Procedure

year in college
Nen Women

First $700 $500
$400 $300

Second
900 600 500 400

Third 900 700 600 500

Fourth of Fifth 900 700 600 500

Graduate or Professional 900 700 600 500

Note: Beginning in 1982-83, a variant
of the Consumer Price Index was substituted for the overall Index in updating all

inflation-related aspects of the Uniform Mithodolgv. The variant, CPI-U/X1,
reflects the renter equivalent expenses

of urban consumers, end does not accommodate the expenses
(JUN purchase and ownership.
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Mr. FORD. Mr. Taylor.

STATEMENT OF DANIEL B. TAYLOR, SENIOR VICE PRESIDENT,
THE COLLEGE BOARD, ACCOMPANIED BY DONALD McM.
ROUTH, UNIVERSITY DIRECTOR OF FINANCIAL AID, YALE UNI-
VERSITY, AND CHAIRMAN OF THE COLLEGE SCHOLARSHIP
SERVICE ASSEMBLY, THE COLLEGE BOARD
Mr. TAYLOR. Mr. Chairman and members of the subcommittee, I

am Daniel B. Taylor, senior vice president of the college board. I
am sorry to report that the president of the college board, Mr.
George Hanford is ill and unable to present this testimony which
he prepared and so much wanted to deliver to this committee
today.

I am accompanied by Mr. Donald Routh, university director of fi-
nancial aid, Yale University, who is chairman of the college schol-
arship service assembly of the college board.

Mr. Chairman, Mr. Hanford has submitted a longer statement
for the committee's consideration, and I will attempt, briefly, to
summarize this morning the highlights of that fuller statement.
And if time permits, you may allow Mr. Routh to make a few com-
ments of elaboration, also, since as chairman of the college scholar-
ship service assembly he represents the concerns of more than
1,200 colleges and universities in this regard.

I appreciate the opportunity to appear this morning to discuss
needs analysis and our related proposal for creating a national
commission on student assistance standards. The purpose of such a
commission would be to help manage the inherently complex aid
system and to reduce confusion for students who must rely on fi-
nancial assistance from a variety of sources, Federal and non-Fed-
eral. I believe that The college board, its member institutions and
agencies, have a special expertise on the topic under discussion
today, and we share with you a concern that we do all that is possi-
ble to achieve the fundamental goal of title IV, equal opportunity
for higher education.

Our detailed proposal to establish a national commission on stu-
dent assistance standards was submitted to the committee as legis-
lative language on April 30. I shall just highlight this morning the
background and rationale for that recommendation.

While the Federal Government generates over three-fourths of
all student financial aid, States distribute over $1 billion of their
own funds to students and postsecondary institutions provide an-
other $2.5 billion. Making this joint financing system work requires
flexibility and cooperation among many partners: Federal and
State agencies, private organizations, and colleges and universities.
Even with such cooperation, however, it ultimately falls to the
campus aid administrator to synthesize and interpret multiple
rules, legislative mandates, administrative regulations and private
decisions for many aid providers in delivering support to the indi-
vidual student.

Given the huge expansion of student aid in a relatively short
period of time and the diversity of programs and sources of assist-
ance, it is not surprising that the system has become complex. Aid
administrators necessarily accept such complexity as a way of life.

238



Z33

The challenge is to minimize and manage complexity, unpredict-
ability and instability as they affect students and families coping
with forms, deadlines and rules. Such concerns have already been
documented by the National Commission on Student Financial As-
sistance in reports submitted to the Congress and the President
before that study commission went out of existence in 1983, and
this subcommittee has heard several previous witnesses speak to
the problems inherent in the delivery system.

Much of the recent blockage and confusion in delivery of student
assistance stems however from a tendency toward gridlock on cru-
cial decisions at the Federal level. Congress and the executive
branch have frequently disagreed on student eligibility standards
for Federal funds under title W of the Higher Education Act, par-
ticularly the schedules of expected family contributions and deter-
minations regarding allowable costs of college attendance. Indeci-
sion at the Federal level obstructs timely and orderly delivery of
aid throughout the system, makes it difficult for students and fami-
lies to plan ahead, and inevitably runs counter to the goal of equah
izing educational opportunity.

As Francis Keppel, former U.S. Commissioner of Education has
observed, and I quote: "A delivery system that integrates multiple
sources of assistance cannot function in a pattern of fits and starts
without seriously eroding the effectiveness of aid programs. Stu-
dent financial aid, above all, needs stability to work well."

Since 1981, the National Student Aid Coalition has provided an
informal deliberative and consultative mechanism for addressing
these issues of methodology and timeliness. Under the coalition's
auspices, members of the student aid community work together
each year to develop a common standard by which an individual
student's need for Federal campus-based aid, State, private, and in-
stitutional funds will be calculated. The product of these discus-
sions in the annually revised and updated uniform methodology.

What is significant about this process is that all the financial aid
partners, Federal as well as non-Federal, participate in shaping
this common standard of ability to pay so that it meets their fie-
spective individual and collective requirements. The dynamics of
this process, allowing for discussion, exchange and accommodr.,Adon,
have worked well and have discouraged the development of t% .34y
divergent needs analysis systems at the State and institL...zial
level. Most of all, students whose aid so frequently comes from a
combination of sources have benefited from this consensus-building
process. Unfortunately, the coalition, financed by foundation funds,
is scheduled to expire in December of 1985.

The present reauthorization process, therefore, is an auspicious
moment to propose and examine alternatives for the establishment
of needs analysis standards that all partners can use. It seems to
me that there are two basic alternatives to improving the student
aid system. One is to establish, as the college board suggests, a
formal intermediary body within the executive branch, a National
Commission on Student Assistance Standards. The other is to en-
courage the Congress write clear, unambiguous and specific provi-
sions into law that spell out in great detail the requirements
needed to carry out the Student Aid Program.
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While each Df the possibilities may have strengths and weakness-
es, we clearly prefer the former to the latter. Let me explain why
briefly. The conmission would provide the mechanism for regular,
timely and appropriate consideration of all factors related to needs
analysis as it affecth Rill the parties: the Congress, the administra-
tion, States, institutions, lenders, and students. Its findings and rec-
ommendations would readily be available to all concerned, includ-
ing this committee, in order to provide the best informed decision-
making possible.

Additionally, we think that such a commission would offer the
best potential for preserving a unified approach to needs analysis
and eligibility determination which, above all, is in the interest of
students.

And finally, while the establishing of a commission is no pana-
cea, we do believe that prescribed consultation, legislative intent
and date certain for action, all built into the commission structure,
offer a reason for improved continuity and needs analysis so that
students and families trying to make college-going plans will not be
stymied.

Mr. Chairman, let me assure you and members of the subcom-
mittee that our proposal is in no way intended to inhibit the con-
gressional prerogative to decide how Federal funds are spent. Con-
gress would, or course, continue to set broad policy guidelines for
incorporation into needs analysis. The workings of the broadly
based commisson we proposed would ensure that legislative guide-
lines are transltited, into a flexibile and equitable delivery system.

As to the sugpstion of writing specific detailed provisions into
the higher edwation law, it is our view that such an approach
would not be protii.:r...tive, but rather would lead more likely to cum-
bersome, static, inflexibleand sooner than anyone might realize
outdated provisions that would add to, rather than subtract from,
the confusion, delay and uncertainty that too often affects the
system today.

The needs analysis environment is just too dynamic, evolving,
complex and uncertain to be described so precisely in legislative
language. The economy, the structure of the Tax Code and its in-
terpretations, inflation rates, welfare eligibility rules and regula-
tionsjust to name a few of the factors affecting student needare
changing almost daily. To illustrate, for example, a number of
years ago, acting out of concern for double-digit inflation on fami-
lies, the financial aid community began indexing the tables in the
uniform methodology. This occurred several years before similar
adjustments were made in the Federal Tax Code. There is no need
to belabor the point, but I think it abundantly clear changes in all
the factors affecting student financial aid occur much too fast to
permit their being translated into legislative language in a timely
fashion.

Mr. Chairman, I respectfully submit that the National Commis-
sion on Student Assistance Standards is an alternative that should
be given serious consideration by your subcommittee. No matter
what you, the subcommittee, may take of our specific proposal, I
hope that you will think long and hard before moving to write
needs analysis procedures and' standards into the law. The positive



235

accomplishments of title IV, the opportunity provided to millions of
students, could be seriously eroded.

Thank you for giving me this opportunity to appear today. The
college board looks forward to workng with you during this reau-
thorization process by providing technical resources on these and
other issues. Our Washington office recently delivered testimony
on problems of the nontraditional student, and will testify in
coming weeks on the definition of self-supporting students and new
programs to attract teachers. We stand ready to help in any way
we can.

I would be happy to respond to your questions, Mr. Chairman.
Mr. FORD. We will have to take a brief recess while we answer

this rollcall.
[Recess.]
Mr. FORD. Mr. Routh, did you want to add something?
Mr. Rouni. Thank you, Mr. Chairman.
I would like to take just a few minutes to speak more directly to

the matter which is of central importance in the administration of
student assistance; namely, the maintenance of the needs analysis
system. To put it boldly, the suggestions that there be a single
system of needs analysis and that the specific details of needs anal-
ysis might become a function of the Federal legislative process are
the most disheartening prospects in my 20 years as a financial aid
administration.

President Hanford's written testimony addresses this concern in
more detail than was possible in Mr. Taylor's oral presentation,
and I urge you to give careful consideration to his comments. I just
wish to speak to you this morning in a second voice. And while it is
true that this voice reflects my position as the aid administrator in
my own institution, I also speak to you as chairman of the College
Scholarship Service Assembly, a membership assembly within the
college board of almost 1,200 colleges and universities, public and
independent, 2-year, 4-year, and graduate and professional.

More specifically, in preparing these remarks I consulted my col-
leagues in a number of the major public universities around the
country, including Pennsylvania State University, University of
North Carolina at Chapel Hill, Wisconsin, Purdue, and Indiana
Universities, and the California State Universities at San Jose and
Santa Barbara. These public institutions, whose student costs for
out-of-State students, by the way, are comparable to that of a typi-
cal independent institution such as Fairleigh Dickinson, together
with private colleges such as Yale are unanimous in their support
of the continuing evolution of an independent needs analysis
system which, in our opinion, provides greater assurance of viabili-
ty, flexibility, and sensitivity to the range of needs of families of
various size, financial strength, and special circumstances.

Attractive as the principle of a single needs system may seem,
many of us who are responsible for administering substantial
amounts of State, private, and institutional funds believe that it is
unlikely that a single formula can be developed which would best
serve the separate purposes of Pell grants, campus-based programs,
guaranteed student loans, and a wide range of non-Federal scholar-
ship and loan programs. The danger, of course, is that a federally
legislated system might not ultimately meet the needs of those in-
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stitutions in which Federal grants represent less than 50 percent of
their total scholarship resources, including those for whom I speak
today, in which case we might well return to the confusion of mul-
tiple forms and multiple needs analysis system which characterized
the administration of financial aid in the decade of the seventies.

But even should the uniform methodology become the standard
for a single system, as Dr. Donaldson has recommended this morn-
ing, we believe that the creation of an independent group such as
the national commission which the college board has proposed and
which would, in effect, succeed the existing coalition, holds better
prospect of forging and maintaining a broadly acceptable consensus
of family ability to pay for education by persons who are directly
responsible for the administration of financial aid and who are
more likely to be able to respond in a timely and sensitive way to
changes in the economic environment in which students and fami-
lies must plan and arrange to pay for their educational expenses.

Less my position be misunderstood, Mr. Chairman, let me reiter-
ate our understanding and commitment that we are in no way in-
tending to inhibit congressional prerogative to decide how Federal
funds are spent. We simply think the preferred approach would be
for the Congress to establish the broad guidelines and principles
within which a group such as the national commission would deter-
mine the specific details of the system.

Thank you very much, Mr. Chairman.
Mr. FORD. How would your new system, as you describe it, with

the national commission be different than the way it is done now?
Mr. TAYLOR. I am sorry. I didn't hear the question.
Mr. FORD. I am looking at this end of the table. You are propos-

ing a national commission to advise the Secretary to write the reg-
ulations. Now how is that different from what we have now?

Mr. TAYLOR. Well, Mr. Chairman; in the specific language that
we submitted we suggested that the commission be comprised of 18
members, 6 appointed by the Speaker of the House, 6 by the
Senate, 6 by the President, in such a way that and drawing on a
wide variety of people with differing backgrounds having to do
with financial aid.

Mr. FORD. I can understand how you get them picked, but how is
what you are describing different than what happens now?

Mr. TAYLOR. Well, there is nowhat happens now is informal,
extralegal and outside the decisionmaking structure. The coali-tion--

Mr. FORD. No. The Secretary writes the regulation now, doesn't
he?

Mr. TAYLOR. Yes. He doesn't do that with the benefit of such a
commission, however.

Mr. FORD. The Secretary sat where you are sitting, told us that
there were families with-13,000, as a matter of fact, students who
came from families of $100,000 income who were getting substan-
tial student aid.

We asked him, if that is true, who writes the needs analysis?
And he said, "Well, I guess we do."
Why does your needs analysis permit that to happen if that is

presumptively bad?
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And of course there aren't 13,000. We haven't been able to find
13.

His answer was that he has to consult with all these educators
who tell him what should be in the needs analysis, like the college
board, and it is really your fault. That his predecessor listened to
too much advice from the outside.

You want to give that Secretary now the authority, unimpaired
by our lack of political wisdom in writing strict guidelines for what
a needs analysis should be, carte blanche to consult with an as yet
unknown group of 18, and drink tea with them if he wants to, and
then smile at them and say, "Thanks, I'll see you," and go ahead
and write whatever he wants anyhow. There is nothing in your
proposal that says that he is in any way bound.

Mr. TAYLOR. That is true.
Mr. FORD. So what is the purpose of the 18-member commission?
Mr. TAYLOR. Well, I think assure that that would be done in the

light of day. That it would represent the interests
Mr. FORD. How? How?
Mr. TAYLOR [continuing]. Of both the Houseit would be e

public commission.
Mr. FORD. The commission can be as public as it wants. You can

have a convention with 10,000 people there. But the Secretary still
signs off on something some bureaucrat put together last night.
And he walks in, and he has got a deadline. He puts it on the Sec-
retary's desk, and the Secretary looks at his adviser on philosophy
and policy, or whatever he is called, and says, "Do I sign this?"
"Yes, I sign it." And that is how you get a regulation.

Now how is that different? I don't see that you are giving us any
kind of assurance that we are going to have what you keep describ-
ing as a flexible, adaptable system. Because it is only as flexible
and adaptable as a Secretary. And you have suggested that institu-
tions like Yale think this is a great idea. I would like to have some-
thing from the president of Yale saying he would like this Secre-
tary to have continued unfettered authority to write the needs
analysis. I don't think you can get it for me.

Mr. TAYLOR. Well, there is no question about it that we are not
suggesting that the Secretary not have those--

Mr. FORD. Do you think that any president of the expensive pri-
vate institutions in this country is going to write a letter saying
give the Secretary unlimited power to write these things?

Mr. TAYLOR. I can't speak for those presidents.
Mr. FORD. Well, then you are not paying attention to what the

Secretary has been saying about the expensive private colleges that
don't teach, that are ripping off the studentsI am using his words
not mine. I don't think right now you are going to get these col-
leges to accept the idea that we ought to bow out of the game and
just let the Secretary do it.

Why do you think it is not possible with the wisdom of people
like the 18 who would be on that commission to write a needs anal-
ysis into the statute?

Mr. TAYLOR. Well, I think it certainly could be done. Our concern
is that the degree to which it could be continually revised and ad-
justed as conditions change, it seems to us that the legislative route
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is a route, but not necessarily the best route. We just think that it
would not be the best alternative.

Obviously it can be done. But whether it could be done over time
and continually changed as required is another matter.

Mr. FORD. The staff just points out to me that they have just
issued a regulation on the Javits Fellowships. And even though I
know of no one on this committee or the Senate committee who be-
lieves that the $32,500 income cap that they suggested makes any
sense at all, it is now in the regulation. They are going ahead as if
Congress had acted, as if' we had accepted the wisdom of an arbi-
trary income cap. And that is what you get when you leave these
things to the writing of regulations and you don't legislate them.

Now, as cumbersome as it is to change legislation to improve it
or to make it worse, it always happens out in the open, and it has
proponents and opponents to every point of view that is raised. Not
when Secretaries write regulations. And I find it, frankly, quite in-
teresting at this particular time to have you speaking on behalf of
your prestigious organization to enhance the power of the Secre-
tary on into the future. I am just not hearing this from people in
education in any other context at all.

I don't want to be quarrelsome with you, but suggest to you that
I am not at all impressed with the fact that we can't write a needs
analysis or, indeed, more than one needs analysis. If we can't write
a single needs analysis, we can at least tie down the needs analysis
so that we don't have a Secretary who believes that public policy is
made by appointed bureaucrats writing the policy for who will and
who will not receive money in the future.

If you let him, he will write a needs analysis I am sure that will
make darn sure that nobody from a family over $32,500 ever gets
another student loan, because they believe that that is writ in
stone someplace. Now that is what we are a little bit alarmed
about. The Secretary sat where you are sitting and said that he is
going to go back and visit those needs analysis and tighten them
up, by golly, if 13,000 kids from families of $100,000 can do it and
he has the power to do something about it.

Now we don't know what he is writing over there, but I can
guess that we aren't going to catch very many people from families
of $100,000 but we are going to catch a lot of other people that we
think ought to have help to go to college.

Mr. TAYLOR. Mr. Chairman, just let me say that this proposal is
not made in any way to support this Secretary or this administra-tion--

Mr. FORD. No; your proposal is made to oppose, as you made
clear, the idea of a statutory needs analysis. And that point is
made by you and made by Mr. Routh and emphasized, and that is
why I am having some difficulty with it. Almost everyone else,
even though they may have a different idea about what the needs
analysis ought to be, thinks that it ought to have statutory protec-
tion. Not against this Secretary, against any Secretary.

We have tried it the other way and it has worked telatively well
until very recently when we have people in an era of budget cut-
ting who decided that the way to show budget savings is play with
needs analysis, and that is not what should be at work, is it? It
may be somewhat relevant, but to use a needs analysis as a tool to
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screen people out so you can save money in the program seems to
me to defy the whole purpose of all these student aid programs.
And you are not going to be able to insulate yourself from the poli-
tics of an administration that says that is the primary consider-
ation in everything we do, and has apparently appointed enough
true believers so that they do it.

Dr. Horn, the chancellor of your system visited me earlier this
year and expressed a concern about the undocumented student
who is not now permitted to get aid. Are you familiar with that
problem in California?

Mr. HORN. I am, and I think it is a very legitimate concern. I do
not believe that students should be denied access to American
higher education because they cannot prove their residency. If they
are here, they are here, and I think we ought to deal with reality.
So I agree with the chancellor.

Mr. FORD. Well, I think we tend to, also, except we don't know
how to define the people who are here because we have another
boat group of some kind every once in a while. And they don't all
come by boats, they walk across the bridge from Windsor into De-
troit, too.

Mr. HORN. Right. You and I have discussed this before. The
Nation has a real problem in this area. I just don't think you hold
it against young people for what many of their parents might have
done, although some of these might be the parents themselves
coming across the border.

Mr. FORD. Well, if you can find a way to define these people so
you take care of that kind of a person, someone who indeed has
grown up here, been educated in our public schools, and then finds
when they want to go to college with their classmates but because
of their legal status, to wit, the illegal entry of their parents, they
are denied aid, it is pretty hard for them to understand I am sure.

Mr. HORN. I think what we are talking about are those that are
graduates of our secondary school system we do not feel ought to
be questioned as to their residency. If they are a California high
school graduate, why should we suddenly start questioning that in
California postsecondary education. Now there is going to be excep-
tions to that as people move across borders and so forth, and then
you simply have the nonresidency laws of California apply to those
students in the same manner as anything else. But I think the con-
cern a lot of us have is about those who are graduates of the Cali-
fornia public schools, and then to have an issue of undocumented,
illegal alien, et cetera, thrown into it, I don't think makes much
sense when the student has been there a number of years.

Mr. FORD. Let me ask you about your proposal in your comments
about loan forgiveness for people who will pursue education as a
career. The last time we did that we had a real and a perceived
tremendous shortage of teachers at the elementary and secondary
level. We had the baby boom coming through the pipeline. And it
worked rather well. Some people say that it worked too well be-
cause we, for a short time, had a surplus of teachers. In some
places we have a surplus now, but all of the figures indicate to us
that we are going to be facing very severe shortages in a couple of
years.
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Other studies seem to indicate to me that since women have
been liberated the best and the brightest are not going into educa-
tion anymore; they are going into law, medicine, dentistry, archi-
tecture, engineering, and business schools. The percentage of grad-
uate degrees in education going to females has been going down,
while a percentage of graduate degrees in all these other fields
that are femalehave been going up.

With that in mind, would you consider a loan forgiveness that
was limited in some way to the top 10 percent of the academic
achievers?

Mr. HORN. Well, that would be one reasonable approach. As my
testimony indicated, I was talking about loan forgiveness strictly
on the college-staffing level, not precollege.

Mr. FORD. We have had this proposal from others who were, of
course, talking about it more generally for all who go into the field
of education.

Mr. HORN. Yes.
Mr. FORD. The problem is the same wherever you find it. It isn't

going to be solved by loan forgiveness because as long as it is the
lowest paid profession--

Mr. HORN. Exactly.
Mr. FORD [continuing]. You are not going to attract the best and

the brightest into it for a long-term career.
Mr. HORN. Yes.
Mr. FORD. With loan forgiveness you can get a few years out of

them and then they will get out and go do something that makes a
lot more sense to them economically once they have children and
other responsibilities, but at least you would have those years. And
I think there might be some salability to such an idea if you could
promote it as a way that you are promoting excellence in response
to "A Nation at Risk" by trying to encourage the best and the
brightest as measured, crudely, of course, by grade point levels into
education for some period of time.

Mr. HORN. That would make sense certainly at the postsecondary
level, and I would have no problem putting that restriction on that
aid. I think you might get into other arguments at the secondary
and elementary levels with the upper 10 percent. I agree with you
completely the problem there has primarily been money, and I
have made the same comments you have made on many occasions;
that no longer are women only relegated to elementary-secondary
teaching jobs and welfare work or staying at home. They can do
anything anyone else in society can do. And there it gets down to
money.

And the college level, while there are still severe financial prob-
lems, it is not simply money, although there are other competing
occupations they get into such as law or medicine that would pay
equally as well. But there is a problem. It is a long, hard haul to go
through that Ph.D. or other appropriate terminal degree. And law
is, say, taking 3 years and you are out on the market. A Ph.D. is
generally going to take probably 4 or 5 or maybe more. And there
is some need to give that encouragement and then forgive it on a
year-for-year basis for teaching in an accredited university or col-
lege.

24 6



241

But I would have no problem with the upper 10 percent because
if they aren't in that they shouldn't, frankly, be pursuing a Ph.D.
anyhow with rare exception. I have seen one or two exceptions
where C students have been straight A at the graduate level be-
cause they finally got excited about something, and I don't want to
deny that. But if one has to put some limits somewhere in order to
get something adopted to make some fundamental changes, I think
that is not an unreasonable limit.

Mr. FORD. Thank you very much.
Mr. Hayes.
Mr. HAYES. Mr. Keelingand thank you, Mr. Chairman, by the

wayI notice in your statement you say you expect to finish school
next year, 1986; is that right?

Mr. KEELING. Yes, sir.
Mr. HAYES. Are you a recipient of a direct grant program, a loan,

or what kind of assistance are you getting currently with your edu-
cation?

Mr. KEELING. I am receiving a direct grant and loan. Primarily
loans.

Mr. HAYES. Are you currently employed now?
Mr. KEELING. Yes, sir.
Mr. HAYES. What is the status of the repayment of your loans?

This is important. Not just for you, but I mean in terms of the sur-
vival of the program itself.

Mr. KEELING. Right; I do not have to repay my loans until, obvi-
ously, after I graduate. Are you curious about my debt burden cur-
rently?

Mr. HAYES. Yes; I would like t9 know.
Mr. KEELING. Currently I am at about, I would say at $8,000 in

debt for my career. That is excluding my final year. I intend to
borrow another $2,500 to make it through my final year of school.

I might add for the committee today that there is no criteria that
I am familiar with to establish a student financial aid budget for
an unmarried father. I take it, then, that their financial aid admin-
istrators had to use their own discretion in that regard. In my par-
ticular case, I will simply say that I have access to borrow; howev-
er, I don't quite have enough to purchase a stereo or a new car or
anything of this nature.

Mr. HAYES. Or go to Florida, you know.
Mr. KEELING. Yes.
Mr. HAYES. Did you want to comment?
Mr. HORN. I just want to add something in a minute, if I might.
Mr. HAYES. I want to raise a question along the lines of the

chairman's. I am bothered, too, about the recommendation that we
establish yet another commission, you know. I don't quite know
how it is going to help. I am concerned about the area of the de-
cline in enrollment of, in particular, black students, and to all in-
stitutions of higher learning.

I don't know whether, Mr. Hanford, you had the chance to read
Mr. Keith Richberg's article that was published in California, I be-
lieve. "Fewer Blacks Finding Their Way to College" was the head-
line of that article. He went on to lament that, in reference to
what was an unbelievable statistic, that out of 34,000 students at
UCLA only 330 are blackless than 1 percent. I don't know what
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the percentage of enrollment of blacks are at the institutions which
you represent. I would venture to say and hanker to guess it is
probably no greater percentage than that at Yale.

How would a commission, for example, change what seems to be
the bottom-line position of what we have been proposed with from
the administration as we face up to this problem of education?

The effect of the proposal, if agreed to, will cut financial aid to
college students and reduce the spending on public education. I
think this is greatly hindering the chances for the disadvantaged to
help break that poverty cage in which a lot of them are caught up
in now. How would a commission, for example, add to a solution to
that kind of a problem in view of the position of the administration
on the overall approach to this problem of trying to fund or help
and assist students who want an education, who may be at a disad-
vantage at the college level, and at the same time reducing aid and
assistance to those at the elementary level accelerating the whole
dropout problem?

Mr. Roum. Mr. Hayes, I will turn to Mr. Taylor to speak on
behalf of the college board because I know that problem is one of
the major concerns of the board. I would simply like to address a
specific question that you implied.

For your informatic: at Yale the current enrollment includes
approximately 9 to 10 percent black students, and our total minori-
ty enrollment is approximately 17 percent.

But Mr. Taylor can speak more generally to the issue.
Mr. TAYLOR. I am not at all sure that any commission estab-

lished or not established will answer those concerns. As Mr. Routh
indicated, the college board was one of the first, as a matter of fact,
to publish last January the facts having to do with the erosion of
black enrollment that Mr. Richbergyou referred to Mr. Rich-
berg's article, which I am not familiar with. But what you suggest
is true throughout the country and, unfortunately, that decline in
black enrollment particularly began to occur in the last part of the
197(rs. The degree to which it is tied to financial aid is ilifficult to

T-ray, xlon't think that in any way anyone ought to interpret our
recommendations concerning a national commission as endorsing
the current administration's attack on student financial aid or the
retitled= in eligibility for student financial aid.

We are concerned that the coalition that has currently been in
existenoe that has helped to shed light on the problems of student
alai is Roing out of existence in December of this year and that
there wall be a void that won't be filled unless there is some other
group tristituted to shed light on the reality that you point to, Mr.
Hayes, and that Mr. Richberg has written about. So that that is
our triterest.

I3ut I can't say that the establishing of a commission will reverse
that. It is a very serious problem.

Mr. HAYES. You are aware of the fact that there is a serious feel-
ing that if we continue to go in the direction we are going, and it is
beyond just a racial issue in many instances, it is a question of eco-
nomk interest. We are saying that we are going to have a public
and a higher educational school system that is only going to be
available for those who are part of the very affluent, and this is
what disturbs me. And I wonider if a commission could maybe ad-
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dress itself to this very serious problem, you know. Is it intended to
address this very serious problem?

Mr. TAYLOR. I would assume that that commission certainly
would address that issue along with all the other issues having to
do with access to higher education, including to graduate schools as
well as to undergraduate schools. I should just say that the college
board in 1980 initiated a project called Project Equality which has
as its purpose trying to increase the number of minority students
who are prepared for and able to go to college. It is one of our high-
est priorities, and we very much lament the circumstance that has
taken place over the last 4 or 5 years.

Mr. HAYES. Thank you, Mr. Chairman. Y have no further ques-
tions.

Mr. Holm. Mr. Chairman, if I might just offer one more sugges-
tion, and this I do as an individual, not on behalf of the American
Association of State Colleges and Universities. One area I think
where down the line we need to do something for the good of the
country, and it involves student financial aid, is trying in a very
small, limited way to use some of the programs in place to solve
what is a major growing problem for America, and that is a failure
to involve potential foreign leaders in an American education at
their undergraduate years. As you know, over the years the policy
of the U.S. Government has been to only provide a few limited
graduate fellowships or visitor traineeships once a person is on
their way abroad.

Very frankly, for those of us that have been observing interna-
tional education for years this country is way behind where it
should be in building the type of relationships with the newer eco-
nomic classes and the rising economic alsses of the developing na-
tions of the world. I happen to serve on the board of the Institute
of International Education and, as you know, they publish annual-
ly the listing and demographics of foreign students attending
American universities. The U.S. Information Agency usually files
with House Appropriations what the Soviet Union and other coun-
tries are doing abroad in this area.

A few years ago, as I remember, the figures on Africa were that
there were 27,000 students studying abroad from African nations:
24,000 were in the Soviet Union and East European satellites, 3,000
were in the West, if you will. I think that is a tragic situation. And
it seems to me one way we could take the financial aid structure
and make a dent in that situation, since there are around 2,500 to
3,000 American postsecondary institutions, is to have USIA operate
a merit scholarship program abroad for people, not just the sons of
sheiks which can get here under their own power, but people in the
backwoods such as those that were picked when the Venezuelan
Government had a program that reached out to the rural commu-
nities, brought talented young people, lower socioeconomic classes
to this country as undergraduates.

Let USIA pick them and then permit each American university
and college just to have, say, one student who is a foreign under-
graduate and be able to use a Pell grant situation where they
would have one Pell assigned automatically to an American univer-
sity or college for that purpose, and that would include community
colleges, and then permit a forgiveness feature in the campus-based

249



244

aid for the other expenses that are needed if that student went
back home. Otherwise, a student, if they became a permanent resi-
dent here, would owe the money here.

I think that type of program in the long run where we are be-
coming increasingly isolated in many nations of the world that we
are going to need as partners in the years aheadand I think of
Africa and other Third World developing nationsthat kind of pro-
gram it seems to me is in the national interest. And I realize it
isn't before Foreign Affairs/Foreign Relations. They have got an-
other solution to the problem going through the Mathias bill in the
Senate, Majority Leader Wright's bill in the House, of action they
have taken in the authorization bill on foreign aid appropriations.

But it seems to me this would encourage decentralization and get
every American institution, if it wanted to. I would leave it up to
the institution. If there is so much pressure that they say one more
foreign student from abroad will deprive X, Y, and Z of the chance
for an education, fine, forget it. Leave it up to the institution. Bnt
at least provide the framework where USIA could select bright
people of rising economic classes, those that will be in power 10, 20,
30 years from now-, and give them a chance to see this country and
its people and then go home.

I can assure you as a university that has about 4,000 foreign-born
students of which only 1,700 are visa students, the others are politi-
cal refugees and so forth, that the chance to have an education in
America changes a lot of opinions. And there are very few of the
rich on the campus, but there is a lot where the families are very
well off in order to make it, and I know it is difficult for even
middle-class students abroad to get to this country. And I am inter-
ested in what we do about the middle class and the rising classes
that will someday become the middle class.

Mr. Foam I would be happy to support any effort in that regard
as long as it comes out of the foreign aid budget and not out of our
money. We can't even get money to fund our own international
education programs to teach Americans about foreign countries
and culture, so getting it through our budget is a lost cause. We
would never get the money for it. If we put an authorization like
that on the books, we would never see the first dollar of appropria-
tions. But if it cornelk in the form of a request for foreign aid, it
would get funded I suspect.

Thank you very much, all of you on the panel, for your assist-
ance to the committee.

Mr. FORD. Now, our friend, Congressman Cecil Heftel, from the
great State of Hawaii.

STATEMENT OF IION. CECIL HEFTEL, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF HAWAII

Mr. HEFTEL. Not unlike returning to one's alma mater, there is a
bit of nostalgia when we return to our committee of first service in
the Congress.

Mr. FORD. We miss you on the committee.
Mr. HEFTEL. And I was quite interested in listening to your reac-

tions to the establishment of the additional commission, and had to
smile silently.
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I am very pleased, Mr. Chairman, to be able to introduce to you
and the committee today a gentleman who has had probably the
leading and strongest commitment that has been identified in
Hawaii to the advancement of the welfare and education of the
native Hawaiian people. And as you may recall, during the 96th
Congress Mr. Myron Thompson appeared before you asking for
educational assistance for native Hawaiian children. At that time
you requested that a commission be established to provide Congress
with more specific evidence of the unique problems of native Ha-
waiians.

The commission was created, a study has been done, and I am
delighted to say Mr. Thompson is back conversant with the kinds
of proposals and statistics that are both reasonable and construc-
tive and which will hopefully attract and warrant the attention of
Congress.

Mr. Thompson is trustee of the :Kamehameha Schools, Bishop
Estate, and he is chairman of the native Hawaiian educational as-
sessment project, and I feel a great sense of pride in introducing
him to you at this time with his findings for the committee.

Mr. Thompson?
Mr. Form. Let me say on behalf of the committee we are pleased

to have both of you back.
Mr. THOMPSON. Thank you very much, Congressman.
Mr. FORD. We wish you were still on the committee, Cecil. And I

remember how you harassed us to get the little bit of progress that
was accomplished during that Congress.

Mr. HEFTEL. As I recall, I did it with you personally, sir.
Mr. FORD. It was in the conference I am afraid that we were

done in and ended up with the commission.
Mr. HEFTEL. That is right.
[The prepared statement of Myroa B. Thompson follows:]
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PREPARED STATEMENT OF MYRON B. THOMPSON, TRUSTEE, KAMEKAMEHA SCHOOLS/
BERNICE PANAHI BISHOP ESTATE, HONOLULU, HI

Good afternoon Mr. Chairman and members of the committee.
My name is Myron B. Thompson. As a Trustee of the Kamehameha
Schools/Bishop Estate, I would like to thank you for this
opportunity to testify before your committee.

Almost six years ago, on November 14, 1979, I came before
you in a joint hearing with the Elementary, Secondary, and
Vocational Education Subcommittee to ask for special assistance
to address the unique educational needs of Native Hawaiian
people. At that hearing and subsequently in conference commit-
tee on the Higher Education Extension and Revision which you
chaired, Congressman Ford, it was determined that we lacked
sufficient data to support our requests. However, the confer-
ence Committee was able to facilitate the implementation of a
comprehensive educational needs assessment project by
authorizing the Native Hawaiian Education Study. (H.R. 5192,
Report No. 96-1337).

we thank you for your assistance in making it possible to
gather the needed data, for today I am able to come before you
to report on the results of the study and ask your assistance
in those areas in higher education where we have found
continued need for special assistance.

THE RESULTS OF THE NATIVE HAWAIIAN EDUCATIONAL ASSESSMENT
LIBOJECT

The Native Hawaiian Educational Assessment Project, the
eventual name of the study, was completed and presented to
Sqcretary of Education Bell in March of 1983. Prepared under
the auspices of the Department of Education and, due to a cut
of federal funding, financed by Kamehameha Schools/Bishop
Estate, the report confirmed that Native Hawaiian students
suffer from an across-the-board lack of parity with their peers
nationally. Specifically, the report demonstrated the follow-
ing major needs:
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1. Standardized Achievement Needs. Hawaiian students
score below parity with national norms in reading and
math, and they are well below the other ethnic groups in
Hawaii.

2. Special Education Needs. Native Hawaiians face a
wide array of economic, physical, and mentP1 'h

problems which affect their academic achif .

3. Culturally-related Academic Needs. Hawai.;ans have
increasingly become "strangers in thelr own lanj" and
lost remnants of their values, lifestyle, language,
beliefs. This loss has manifested itself in depression,
self-disparagement, and inferior scholastic achievement.

Full documentation of the needs are contained in the
report and a -copy has been submitted to the committee.
Briefly, some of the more telling statistics relevant to higher
education are as follows:

I. Native Hawaiian Students are Disor000rtionatelY
Under (*presented in Higher Education Studies.

The Native Hawaiian Educational Assessment. Final Reort
indicated that Native Hawaiians, designated Native
Americans, are among the four largest population groups
in the State of Hawaii. They constitute approximately
19-20% of the state population, but comprise only 7-8% of
the total enrollment in the University of Hawaii system.
By contrast, Japanese, which comprise 22% of the state
population, accounted for 31% of the total enrollment at
the university in 1983.

II. Native Hawaiians v.e Severely Underrepresented at
Baccalaureate Granting Institutions._

Hawaiians are particularly underrepresented in achieving
first generation baccalaureate degrees in their families.
Native Hawaiians comprised only 4.6% of the enrollment at
the University of Hawaii at Manoa in 1983, the major
baccalaureate granting institution in Hawaii, the only
public one where the majority of the state population
reside, granting almost 90% of the degrees) By contrast,
Japanese account for 36% of the enrollment.

III. Native Hawaiians Encounter Multiple Barriers in Their
Efforts to Attain a Higher Education.

. Native Hawaiian students come from families who are
among those with lower per capita income. The average
family income in Hawaii, according to the 1980 Census,
was $26,629, while the average famils income for
Hawaiians was $22,166. The per capita income for
individuals was $7,740. For Hawaiians it was $5,328.
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Native Hawaiian students come from families with a
larger family size. Some 377. of all Hawaiian families
have 5 or more persons, while only 24% of all families
statewide have 5 or more persons.

Native Hawaiians come from families with greater
health problems and higher health costs. Lower life
expectancy, over-representation among victims of
diabetes, cancer, and hypertension, congenital anomalies,
and infant death incidence are some of the physical
health problems which beset Native Hawaiians.

With these multiple barriers it is very difficult for the
Native Hawaiian higher education student to afford the costs of
tuition, books, and other costs incumbent with higher educa-
tion. Furthermore, Hawaiian students who apply for scholarship
assistance face stiff competition from other predominant ethnic
groups in Hawaii whose performance exceeds national norms.

IV. Native Hawaiian Adults are Disaraportionatelv_Employed in
Lower Income Positions.

Hawaiians make up 10.8% of the civilian employed popula-
tion. They fill only 7.2% of the Managerial,
Professional Specialty occupations but 17.8% of the
Operators, Fabricators, and Laborers. Specifically, they
account for only 4.5% of the health diagnosing and
treating occupations, only 6.8% of all elementary and
secondary teachers, yet they comprise over 25% of motor
vehicle operators and 29.9% of police and firefighters.

V. Native Hawaiians Account for 40% - 45% of Those in
Correctional Institutions in Hawaii

VI. Admission of Native Hawaiians toAligheri'eJucation
Programs is Further %Jeopardized bv Absenteeism in High
School.

In the ten Hawaii Departmdnt of Education schools that
had the highest absenteeism rate in the state in 1981-82,
Hawaiians had higher absenteeism than all others. Over
one third of the Hawaiian students in grades 7-12 are
considered excessively absent, and in some schools over
60% of the Hawaiian children are excessively absent.

VII. Too Mani' Hawaii:ins Perceive Themselves as Being Inferior.
In addition to these numerical statistics, much anecdotal
evidence exists of self-disparagement among Native
Hawaiian youth leading to low educational aspirations. A
study (McNassor and Hongo, 1972) of why so few Hawaiian
students attend the University of Hawaii produced typical
comments:

"We are not smart."
"Afraid to try."
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"Not good students like the Japanese"
"People think we are stupid."
"A teacher told me not to try, it would be too hard

for me."
"Might fail."

The main areas of need identified by the Native Hawaiian
iditcational Assessment Project in 1983 have been reconfir.ed by
continued needs assessment efforts of the Kamehameha Schools!
Bishop Estate, efforts which are, of necessity, on-going.

PROPOSED SOLUTIONS

These are severe problems, both in terms of their human
and their economic costs, but they can be remedied. A broad
.ttack on this problem, combining federal, state and private
initiatives at the secondary as well as the post-secondary
levels, is considered essential.

Already in the areas of Vocational Education and Library
Services, where federal funding has been made available, the
State is playing an effective role in coordinating efforts on
behalf of Native Hawaiian students. Private institutions,
including the Kamehameha Schools/Bishop Estate, are playing an
active role in providing matching funds, instigating further
legislative change, and demonstrating a long-term commitment to
to the effort. Of utmost importance, Congress Is cntInuIng to
assist. Federal programs are proposed in the Education and
Labor Committee draft of the Higher Education Act reauthoriza-
tion which directly address some of the unique problems of
Native Hawaiian students.

Teacher Training Progras

We ask that you support those Sections calling for the training
of educational personnel who will specialize in the teaching of
disadvantaged Native Hawaiians. This includes the development
of model projects to carry out improved pre-.service or support
activities for teachers of Native Hawaiian elementary and
secondary students.

We at the Kamehameha Schools/Bishop Estate have begun a program
which has been successful where public and private institutions
have joined forces in attacking the problem. We train teachers
in the public schools of Hawaii to teach Native Hawaiian
youngsters who are achieving well below their peers nationally
and locally.

The curriculum and methods developed in this multidisciplinary
educational research program are culturally compatible with the
learning styles of the student, systematic, and data-based in
the measurement of student and teacher performance. The costs
incurred in this program are absorbed totally by us. The State
of Hawaii Department of Education cooperates with us by
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allowing its teachers to volunteer to participate and be

trained.

Efforts in the six elementary schools so far have yielded
student achievement gains at a par with the nation. However,

expansion is limited by financial resources and the lengthy
process of retraining teachers to implement this program.

Your support of the Sections which will allow for expansion of
this program into more schools and into the university system
where beginning teachers are being trained, thus avoiding the
time-consuming retraining component. The Kamehameha
Schools/Sishop Estate stands ready to continue tc share costs
in the implementation of this effort.

Grants to Students in Attendance at Institutions of Higher
Education and Special Programs for Students from Disadvantaged
Backgrounds

There is great need for financial aid and other programs
designed to assist Hawaiians in applying for, gaining admission
to, attending, and completing degree programs in institutions
of higher education. Hawaiians face stiff competition in vying
for entrance and financial assistance, especially from other
local minority groups.

We ask that you support Sections which would give some special
assistance to Native Hawaiians in addressing this problem.

WorkStudy Programs and Community Service

For many Native Hawaiians, most of whom are first generation
baccalaureate degree seekers, participation in a Work-Study
program in addition to the receipt cf direct financial assist-
ance, is necessary to afford continued enrollment. Addition-
ally, community service work within Native Hawaiian communities
will assist these students in better understanding the diffi-
culties of their people, thereby facilitating future efforts on
behalf of Native Hawaiians.

We ask your support of those Sections of the Higher Education
Act reauthorization which provide for programs addressing these
needs.

Fellemships for Graduate and Professional Study

As you can see, we are attempting a wide range attack on the
needs described in the assessment project report. We feel this
is necessary if we wish to succeed in reaching parity with the
nation and with our local population. Thus, not to be forgot-
ten is graduate and post-graduate assistance. We strongly urge
your support for the Section of the Committee draft which
provides for fellowships for Native Hawaiians in these areas.
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Mr. Chairman, I would like to point out that my organization
operates a financial assistance program for Native Hawaiians;
distributing memorial scholarships, our own financial aid
program funds, and funds from other organizations serving
Native Hawaiians which have been placed under our administra-
tion. This service could also extend to federal financial aid
for Native Hawaiians if deemed appropriate.

In Sumary

To summarize, then, Mr. Chairman and members of the committee,
we sincerely ask your assistance in helping to make reality the
following higher education programs which can assist Native
Hawaiians in their efforts to achieve parity:

Teacher Training Programs;
Scholarships and Grants for Native Hawaiians in Higher

Education;
Special Programs for Native Hawaiians Preparing For and

Succeeding in Higher Education Programs;
Work Study and Community Service Programs; and
Fellowships for Graduate and Post-Graduate Work

Conclusion

Mr. Chairman, I thank you again for your help in addressing the
unique educational needs of Native Hawaiians. I am pleased to
report to you that although needs remain, there are programs
which are actually underway which can make a profound differ-
ence in the lives of many Native Hawaiians, and I sense that
these efforts will result in ultimate success. We at the
Kamehameha Schools/Bishop Estate are encouraged to work even
harder and further dedicate ourselves to being active partners
with federal and state efforts on behalf of Hawaiians.
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STATEMENT OF MYRON THOMPSON, TRUSTEE, KAMEHAMEHA
SCHOOLS/BISHOP ESTATE, AND CHAIRMAN, NATIVE HAWAIIAN
EDUCATIONAL ASSESSMENT PROJECT
Mr. THOMPSON. Thank you, Cecil. Thank you very much.
Good morning, Mr. Chairman, and members of the committee.

My name is Myron Thompson. I am h.ere for three reasons: to
thank you for your support of native Hawaiians in the last Con-
gress in the areas such as vocational education and library serv-
ices; to report to you the results of the native Hawaiian education-
al assessment project; and to ask your support of higher education
programs to address the needs identified in that project report.

Six years ago your committee asked the Department of Educa-
tion to carry out the native Hawaiian educational assessment
project. It was conducted and completed by our organization and
presented to the then Secretary of Education, Bell, in March 1983.

Briefly, some of the more telling statistics related to higher edu-
cation are as follows:

First. Native Hawaiian students constitute 19 to 20 percent of
the State's population but comprise only 7 to 8 percent of the en-
rollment in the total University of Hawaii system, which includes
community colleges.

Second. Native Hawaiians comprise 4.6 percent of the enrollment
at the 4-year baccalaureate-granting campus of the University of
Hawaii.

Third. Native Hawaiians encounter multiple barriers in attain-
ing a higher education such as the average family income of native
Hawaiian families is $4,463 less than the average of the State;
some 37 percent of all Hawaiian families have five or more persons
in their families, while only 24 percent of all famnilies statewide
have five or more persons; Hawaiian students who 'apply for schol-
arship assistance face stiff competition from other ethnic groups in
Hawaii whose performance far eneeds national norms.

Fourth. Native Hawaiian adaW are disproportiemitely employed
in lower income positions.

Fifth. Native Hawaiians accsoant for 40 tr,) ,y.'T:ent of those in
correctional institutions in the State of Hawd4.A1

Sixth. Too many Hawaiians perceive themsz4re-6e, as being inferi-
or.

The final report describes how two centuries of culture loss for
native Hawaiians have caused stress which, in turn, has led to the
negative personal health statistics and poor educational outcomes.

Mr. Chairman, these are some of the severe problems affecting
the Hawaiian people, but we feel they are positively changeable. A
broad attack on this problem, combining Federal, State, and pri-
vate initiatives at the secondary, as well as the postsecondary
levels, is considered essential.

I believe that the measures proposed in your committee's draft
will assist Hawaiians achieve parity in higher education.

First, we set the high priority on teacher training programs for
those who will be specializing in the teaching of native Hawaiians.

A second priority is financial aid to students in attendance at in-
stitutions of higher education and special programs for students
from disadvantaged backgrounds.
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A third priority is work-study programs and community service
programs.

A final priority is fellowships for graduate and professional pro-
grams.

The Kamehameha Schools/Bishop Estate stands ready to join
forces and funds in the implementation of these kinds of programs.

Mr. Chairman, I would like to point out that my organization op-
erates a financial assistance program for native Hawaiians distrib-
uting memorial scholarships, our own financial aid program funds,
and funds from other Hawaiian organimtions which are serving
young Hawaiians which have been placed under the trust of our
administration. This service could also be ctended to Federal fi-
nancial aid for native Hawaiians if deemed appropriate.

As you can see, we are attempting a wide range attack on the
needs described in the assessment project report. We feel this is
necessary to succeed in reaching parity with the Nation and with
our local population.

To summarize, then, Mr. Chairman and members of the commit-
tee, we sincerely ask your assistance in helping to make reality
these higher education programs.

Chairman Ford, I thank you for this opportunity.
Mr. FORD. Thank you very much.
I assimw that you are talking to the Senate side while you are in

town.
Mr. THOMPSON. Yes, I have been.
Mr. FORD. And that we can hope that their counterpart commit-

tee will be better prepared than they were the last time.
Mr. THOMPSON. They are considering it.
Mr. FORD. The effort was put in on this side and the Members of

the House were pretty thoroughly persuaded, but it sort of hit the
Senators cold. And it is very hard to get Senators to accept any
new idea, but particularly if they haven't had enough time to con-
sider it. I hope that you will make a special effort to acquaint them
with what it is that you would like to have done.

Mr. THOMPSON. Mr. Chairman, I have been involved in talking
with the staff and in acquainting the Senate committee members
regarding our report arr.-,1 my discussion with you this morning.

Mr. FORD. Well, I v ,;%;' be very happy to continue to hear from
you as we get closer tc ;. we are going to write a bill about any
specifics you have in ..-71L1,1:Miat you would like specifically includ-
ed in the law.

Mr. THOMPSON. Thank you, sir, and we will be available to assist.
Mr. FORD. Staff tells me that you have submitted some specific

recommendations.
Mr. THOMPSON. That is correct, Mr. Chairman.
Mr. FORD. We will have to get into those and look cit them.
Mr. THOMPSON. Thank you.
Mr. FORD. Mr. Penny?
MI", PENNY. I have no questions.

'PORE. Thank you very much. I am sorry that we had to keep
at:: long today.

THOMPSON. That is fine. Thank you, sir.
Mr. HEFTEL. Thank you very much, M. Chairman.
[Additional material submitted for the record follows:]

51-473 0 - 86 - 9 259
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CONGRESS OF ME UNITED STATES,
HOUSE OF REPRESENTATIVES,

Washington, DC, July 17, 1985.
HOD. WILLIAM D. FORD,
Chairman, Subcommittee on Postsecondary Education, Committee on Education and

Labor, Washington, DC.
DEAR Btu.: I want to thank you for inviting me to testify before the Subcommittee

on my legislation, H.R. 1611 and to apologize for not being able to present my state-
ment in person. The full Energy and Commerce Committee is considering Super-
fund legislation, in which I have been very much involved, so I was unable to testify
before you today.

I would appreciate it if you could include my testimony, which I have enclosed, as
part of the formal hearing record. I also welcome any comments or questions you
may have on the legislation.

I thank you for all the support and assistance you have given me on this legisla-
tion. I hope that we will be successful in including it in the Committee's version of
tire Higher Education Act.

Thank you again for your consideration of this matter.
Sincerely,

DENNIS E. ECKART,
MembPr of Congress.

PREPARED STATEMENT OF DENNIS E. ECKART, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF OHIO

Mr. Chairman, members of the subcommittee, I would like to thank you for allow-
ing me the opportunity to submit testimony on behalf of H.R. 1611, legislation I in-
troduced with Representative Claudine Schneider that Addresses the unique educa-
tional needs of the dislocated worker. But first, I would like to commend you and
your staff for holding these comprehensive hearings on the Higher Zducation Act. I
have no doubts the record developed by the subcommittee will be instrumental in
assisting the Cmgress to best meet the needs of students wishing to attend institu-
tions of higher education.

I would like to concentrate my testimony on how the Higher Education Act can
help the dislocated worker obtain the education and training needed to succeed in
today's highly competitive, and changing job market. As the Chairman and many
members of the Subcommittee are aware, one of the greatest scars left by the reces-
sions of the late 70s and early 80s, is the thousands of dislocated workers who are
still, despite the much heralded recovery, without jobs.

These workers are dislocated because the jobs for which they were trained, and in
many cases, held for many years, have been eliminated. They lost their jobs because
their plants closed, or their positions were eliminated as automation within the
plants increased, or their plants have relocated in areas too remote for the workers
to follow. These dislocated workers are unable to squire comparable jobs with their
existing skills which they obtained when they first entered the labor force. Instead,
more and more of them are finding it necessary to return to school for new or addi-
tional skills. Many experts agree that through the end of the century, virtually all
workers will have to undergo some retraining if they are to keep pace with the de-
mends of the economy.

According to a 1984 study, the Bureau of Labor Statistics reported that five mil-
lion workers were permanently displaced between 1979 and 1984. Of that number,
one forth are still unemployed. Yet in spite of the growing need of these workers for
readly accessible training and retraining opportunities, many lack the adequate fi-
nancial means to correct this serious barrier to reemployment.

My legislation would assist these workers in obtaining education and training by
revising the current eligibility requirements for the Pell Grant and Guaranteed Stu-
dent Loan programs. Under H.R. 1611, workers certified as dislocatedusing the
definition in the Job Training Partnership Actwould be able to disregard home
equity and unemployment insurance benefits when applying for Pell Grants and
would be able to use their current income, instead of previous yearly income (to
better reflect the dislocated worker's current financial status), when applying for
the Guaranteed Student Loan Program.

Many witnesses before this subcommittee have testified that the mix of students
attending postsecondary institutions is changing. The "traditional" studentthose
between the ages of 18 and 25 who attend college directly out of high schoolis rap-
idly being replaced by the older student. This growing corps of non-traditional stu-
dents, who in many cases are mothers returning to the workforce, older, independ-
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ent students, singie parents and workers needing retraining, is expected to expand
from 38 percent today to more than half of the total student body by 1990. Already
the average student at community, junior and technical colleges is in his or her
mid-30s.

Yet, in spite of this dramatic increase in non-traditional students, fmancial assist-
ance programs still seem to operate under the notion that with very few exceptions .
the average student is still 18 to 25 years of age. While 38 percent of the postsecond-
ary students today are over the age of 25, the National Associv.ion of State Scholar-
ships and Grant Programs, expect only 16 percent of grr.. :ecipients in the 1985-
1986 aca&mic year to be over 25.

This discrepancy has to be addressed and I believe my kgislation, witkli I have
developed with the Northeast-Midwest Coalitiun, helps meet the needs of the dislo-
cated worker. It does so for a number of important reasons. First, it allows the
worker to devise a retraining program that best meets his or her needs at the insti-
tution of his or her choice. These workers are best able to gauge their abilities and
to identify the type of skills they need to meet the demands of today's job market.
Second, this bill creates no new programs. Instead, it expands on the Pell and GSL
which have already proven effective for scores a students needing continuing educa-
tion. Third, it increases federal assistance to the dislocated worker, which is critical
given the lack of federal and state programs to help this large section of the work-
fixce. Title III of the JTPA has helped only a small number of this nation's diziocat-
ed workers and the training component of JPTA, only a few thousand more. Im fact,
a recent survey of 10 states, conducted by the Education Commission of States,
found that "inadequate financial aid for adult students was recognized by many re-
spondents as the major impediment to fully serving the adult learner." .

H.R. 1611 will succeed in providing access to the funds, that the older, dislocated
worker requires for education and retraining. We cannot afford to continue denying
these people, a growing section of t potential student population, the skills they
need to be reemployed and to once again contribute to our society. I hope that you
and members of the Subcommittee will seriously consider incorporating this provi-
sion as part of the Higher Education Act. Thank you again for allowing me to
submit this testimozy to you. Please let me know if y,u have any questions.

[Whereupon, at 12:10 p.m., the subcommittee was adjourned, to
reconvene subject to the call of the Chair.]

[Text of H.R. 1611 follows:]

2



,z56

99TH CONGRESS 11 R 16111ST SESSION

To improve access to training opportunities for dislocated workers, to provide
procurement targeting in labor surplus areas, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES
Mittcra 20, 1985

Mr. ECKART Of Ohio (for himself, Mrs. SCHNEIDER, Mr. FORD Of Michigan, Mr.
FEIGRAN, Mr. STOKES, Mr. SEIBERLING, MS. RAPTUR, MS. OAKAR, Mr.
BOEHLERT, Mr. LEVIN Of Michigan, Mrs. JOHNSON, Mr. DURBIN, Mr.
RIDGE, Mr. RLECZKA, Mr. EDGAR, Mr. REGITLA, Mr. MOODY, Mr. TRAX-
LER, Mr. DWYER of New Jersey, Mr. PEASE, Mr. Mutt Pm, Mr. WEISS,
Mr. EVANS Of Iowa, Mr. KOSTMAYER, Mr. Bin Arm, Mr. FOGLIETTA, Mr.
EVANS .1 Illinois, Mr. FAUNTROY, Mr. MARTINEZ, Mr. RAHALL, End Mr.
MITCHELL) introduced the following bill; which was referred jointly to the
Committees on Education and Labor and Government Operations

A BILL
To improve access to training opportunities for dislocated work-

ers, to provide procurement targeting in labor surplus areas,

and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 lives of the United States of America in Congress assembled,

3 TI0 this Act may be cited as the "Dislocated Workers Act

5 DEFINITIONS

6 SEC. 2. As used in this Arn
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1 (1) the term "Federal agency" means any agency

9 defined in section 551(1) of title 5, United States Code;

3 - (2) the term "Federal fmancial assistance" means

4 any program or activity under which a Federal agency

5 extends assistance by way of grant, loan, or contract

6 other than a contract of insurance or guarantee; .

7 (3) the term "Secretary" means the Secretary of

8 Labor; and

9 (4) the term "State" means each of the several

10 States and the District of Columbia.

11 TITLE IEMPLOYMENT IMPACT OF FEDERAL

12 PROGRAMS

13 EMPLOYMENT IMPACT REQUIRED

14 SRC, 101. The Secretary of Labor shall establish and

15 mintain the capacity to estimate the employment and unem-

16 pioyment impact of Federal programs, and the termination of

17 Federal programs, including programs of financial assistance.

18 The impact reports shall be established and maintained on an

19 individual program-by-program basis, with separate estimates

20 in a State and sub-State level. Such estimates shall include

21 both the direct and indirect employment effects of Federal

22 expenditures.
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1 TITLE IIDISLSCATED WORKERS

2 SPECIAL PROVISIONS FOR DISLOCATED WORLEITS WITH

3 RESPECT TO PELL GRANTS

4 SEC. 201. (a) Section 411(a)(2)(A) of the Higher Educa-

5 tion Act of 1965 is amended by inserting after division (ii) the

6 following new division:

7 "(iii) In any case in which a student is a dislocated

8 worker certified in accordance with title HI of the Job Train-

9 ing Partnership Act, the Secretary shall, in the proposed

10 family contribution schedule, disregard-

11 "a) all equity in a single 1. ncipai place of resi-

12 dence from the computation of assets, notwithstanding

13 any other provision of law or any regulation prescribed

14 pursuant to such law; and

15 "(II) the amount of unemployment benefits paid

16 to such student from the computation of effective

17 income of the student.".

18 (b) There are authorized to be appropriated such sums

19 as may be necessary to pay the additional entitlements to

20 dislocated workers resulting from the amendments made by

21 subsection (a). No such entitlements shall be paid unless

22 funds for such entitlements are provided for in an appropria-

23 tion Act.

24 GUARANTEED STUDENT LOANS

25 SEC. 202. Section 428(a)(2)(C) of the Higher Education

26 Act of 1965 is amended
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1 (1) by striking out "and" at the end of clause (ii);

2 (2? striking out the period at the end of clause

3 coiniing in lieu thereof a semicolon and

4 "and'; and

5 (3) by adding at the end thereof the following new

6 clause:

"(iv) in the case of a dislocated worker identified

8 under title III of the Job Training Partnership Act,

9 determinations of need shall be based on current

10 income.".

11 TRAINING OPPORTUNITIES

12 SEC. 203. (a) The private industry courleil in each serv-

13 ice delivery area established under the Job Training Partner-

14 ship Act is authorized to provide information concerning

15 training opportunities in the service delivery area, as well as

16 the opportunities provided under the amendments Made by

17 this Act. The information shall be available to all individuals

18 seeking training and retraining. Acceptance of such training

19 or retraining, and enrollment in a postsecondary institution

20 with assistance made available pursuant to the amendments

21 made by this title, shall be deemed to be acceptance of train-

22 ing with the approval of the State within the meaning of ariy

23 other provision of Federal law relating to unemployment

24 benefits.
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1 (b) Funds used to carry out this scction shall not be

9 included in determining compliance with the provisions of

3 section 108 of the Job Training Partnership Act.

4 TITLE LHPROCUREMENT TARGETING IN

5 LABOR SURPLUS AREAS

6 TARGETING FOR PROCUREMENT OF SUPPLIES AND

7 EQUIPMENT IN LABOR SURPLUS AREAS

8 SEC. 301. The head of each Federal agency which pro-

9 cures supplies and equipment at a rate in excess of

10 $1,000,000,000 in the fiscal year 1982 shall set targets, in

11 each fiscal year, for the procurement of such supplies and

12 equipment within labor surplus areas, as defined by the Sec-

13 retary of Labor. In setting such targets the head of each

14 Federal agency shall consider the serious impact on the econ-

15 omy in the United States of such concentrations of unemploy-

16 ment and the bcnefits to the Nation of reducing the concen-

17 trations of unemployment.

18 REPORT REQUIRED

19 SEC. 302. Within six months after the end of each fiscal

20 year, the Director of the Office of Management and Budget

21 shall report to the Committee on Labor and Human Re-

22 sources of the Senate and the ComAttee on Education and

23 Labor of the House of Representatives on-

24 (1) the number, amount, and pereentage of con-

25 tracts awarded y each Federal agency in labor surplus

26 areas;
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1 (2) the impact of such contracts on the unemploy-

2 ment rate in such areas; and

3 (3) whether such labor surplus area contracts

4 could be increased without adverse impact on Federal

5 procurement.
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REAUTHORIZATION OF THE HIGHER
EDUCATION ACT

Title IV General Provisions/Needs Analysis
Volume 4

THURSDAY, AUGUST 1, 1985

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON POSTSECONDARY EDUCATION,

COMMITTEE ON EDUCATION AND LABOR,
Washington, DC.

The subcommittee met, pursuant to call, at 9:50 a.m., in Room
2261, Rayburn House Office Building, Hon. William D. Ford (chair-
man of the subcommittee) presiding.

Members present: Representatives Ford, Biaggi, Bruce, Penny,
Coleman, Gunderson, Goodling, Petri, Jeffords.

Staff present: Thomas R. Wolanin, staff director; Kristin Gilbert,
clerk; Maryln McAdam, legislative associate; Rose DiNapoli, minor-
ity legislative associate; Rich DiEugenio, senior linority legislative
associate.

Mr. FORD. I am pleased to call to order this hearing of the Sub-
committee on Postsecondary Education, as we continue cur hear-
ings on the reauthorization of the programs contained in the
Higher Education Act.

This is the 13th hearing here in Washington on specific facets of
the Higher Education Act, and we have thus far had 10 field hear-
ings in various parts of the country. The hearings record now con-
sists of in excess of 80 hours of formal testimony and we expect
that we will be concluding the hearings sometime in September.

Today's hearing was initially scheduled for Tuesday of last week.
We had to reschedule it for today because of the full committee
markup by the Education and Labor Committee. And I must apolo-
gize on behalf of the committee to the witnesses who were asked to
return again today. When the parent committee is marking up a
bill and it is a bill introduced by the chairman of this committee,
my choice was very clear; I had to be there.

Today we will particularly focus on the definition of an inde-
pendent student and eligibility for student aid of students without
a high school diploma or GED if the institution they are attending
determines that they have the ability to benefit from the education
or training. We will also look at other aspects of need analysis and
the delivery of student aid.

Our first panel consists of an old friend and the first person to
administer this act as a matter of fact, as Commissioner of Educa-

(263)

268



264

tion, Frank Keppel, speaking today for the National Student Aid
Coalition. He is accompanied by Dallas Martin, Executive Director
of the National Association of Student Financial Aid Administra-
tors.

You are going to tell Frank what to say when we ask him ques-
tions?

Mr. MARTIN. Yes, in fact.
Mr. Form. Go ahead, Frank.
Without objection, your prepared testimony will be inserted in

full in the record. Just a minute.
Do you want to make any comment before we start?
Mr. JEFFORDS. Yes. I would just as soon do it now.
Mr. FORD. Sure.
Mr. JEFFORDS. All right.
First of all, I want to commend the chairman for the tremendous

time that he has spent in these hearings and addressing into some
very critical problems.

One of the problems we will be focusing on today is the question
of the independent student. In the 1960's it became apparent that
we needed to do something about those young people who had been
alienated from their households such that they did not receive the
kind of support that would be expected from a family sponsoring
them in college. We have set up some definitions to qualify; that is,
if you didn't live within the home for the 6-week period, you didn't
get more than $750 in support and you were not claimed on the tax
return as a dependent and thus get the benefits in regard to your
tax rebate in that regard.

In the 1970's, however, we changed the age of majority in all the
States from 21 to 18, which casts a little question on some of the
normal expectations of parents. As a result of that, and perhaps for
other reasons, we have seen more and more students alienated
from their families in taking advantage of the independent student
category.

This is creating a drain on available resources. It is leading to a
moral abuse of the program. Lawyers and tax accountants under-
stand this problem and are advising people how to take advantage
of the program. One can get around the $750 support aspect by a
gift; that is, one can give a gift up to $10,000 to someone and it is
not considered support. You cannot take the student as a deduction
on your tax return, so you lose a maximum of $500 in taxes but
you gain the possibility of up to $2,000 in the Pell grant and GSL's.
And it becomes obvious that our incentives are working against us
instead of working for us.

This year, for instance, about half of the students who will be ap-
plying for financial aid will be in the independent student catego-
ry, and a large number will be the older students. The number of
the younger, between 18 and 22 group, has nearly doubled recently.
In my own observations, at least in my community, those that I
find that fit under the independent student category are far from
alienated from their homes; and I would hope that we have not
alienated half of the kids in this country and thrown them out into
the cold of the real world. But it does appear that way from the
statistics.
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What do we need to do? I think it is important first of all that
we look at repairing the present program and tighten up on
present rules. We should also examine for the future what the ex-
pectations are of parents, students and the Government and how
we are going to educate our students, especially for the next gen-
eration. If we continue on the present route and if legal cases de-
termine that there is no legal obligation to support, we could have
a situation where the Government might have to pick up the whole
tab for higher education.

What are some of the things we should address? First of all, I
think we have to talk about tightening up existing rules. We also
need to look at how we can do that; whether or not we have to es-
tablish a legal obligation on parents to a certain age to support
their children. We have to take a look at the question, for instance,
whether age discrimination would come into establishing such an
arbitrary age. We also need to address some positive incentives,
which I will be looking into with respect to tax reform; that is,
saying to parents: Yes, you do have a legal obligation to support
and to educate your children up to a certain age, and we will allow
you to prepare for that obligation by giving you incentive to save
for that purpose. The administration has '1..atroduced in the past a
modest proposal. I am not as modest as th e. administration in that
regard, and I intend to offer one of more substantial proportions in
order to make it clear that there is intent of the parentsat least
up to a certain age.

I think we have a very serious problem here. Estimates are that
it may be costing us anywhere from a half billion dollars on up in
resources by people avoiding what was the intent of the independ-
ent student category in the beginning.

So, thank you, Mr. Chairman, for looking into this today. Be-
cause as our resources become scarcer and scarcer due to our
budget circumstances, it is increasingly important that those re-
sources go to the people that really need them.

Thank you.
Mr. FORD. Thank you.
Mr. Keppel.

STATEMENT OF FRANCIS KEPPEL, CHAIRMAN, NATIONAL
STUDENT AID COALITION

Mr. KEPPEL. Thank you, Mr. Chairman. When I heard that this
was the 23d hearing, I was admiring of your committee, sir, and I
will reduce the length of my written testimony considerably out of
sheer sympathy, if I may.

The Student Aid Coalition, for which I am representing today, is
concerned primarily with the issues effecting a partnership, which
I think there is a table that shows the nature of the partnership on
student financial aid, State, private, and so forth, and also the co-
ordination of the systems, which you referred to already, Mr.
Chairman, in the beginning of the meeting.

We have submitted to you and to Mr. Coleman the specific rec-
ommendations, which you will find on those rather substantial doc-
uments that you already have before you, and I certainly needn't
go over those again. I should point out one thing, Mr. Chairman.
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That the material that the coalition submitted to you was devel-
oped by a task force of the coalition and does not necessarily repre-
sent a consensus of our member organizations. In this particular
case, while there was unanimity among the majority of those rep-
resented in the task force, not all the recommendations were em-
braced by the full coalition. None, however, were wholly disowned,
if I may put it this way, which considering the fact that it is a coa-
lition is quite remarkable. I am rather proud of that.

May I speak to five things? And if Mr. Jeffords will forgive me, I
will come back to the points that he raised about number three or
number four. But I will do my best, sir.

The first that I would like to speak to has to do with a master
calendar, and this is really part of trying to make a complicated
pattern work on time. It is very nuts and bolts, Mr. Chairman, and
I kind of apologize for it. And I know these recommendations have
come to you before. That is, a specific recommendation about spe-
cific times being established for rather specific purposes.

The present system looks like an obstacle course. I have distrib-
uted around this unbelievable thing which showsyou have to
hold it out sideways, Mr. Chairman, to get the full treAtment.
When you start on the left and go to the right, it takes a year and
half, and Lord only knows how many people are involved. And it
really does look like an obstacle course, and if any one of the major
points on that chart slips in time, the whole thing gets slipped fur-
ther. And as the Chair will recall, we have had some problems
about this in the last several years where things have slipped. The
primary effect of that, obstacle course, is on the students and their
families getting the information they need in order to make their
decisions. That is the reason for this chart, and the Chair will un-
derstand why we have it up here, and also in answer to your first
question, Mr. Chairman, when I say that in my office this is re-
ferred to as Linda's engagement calendar.

Now what we have are specific recommendations. They echo rec-
ommendations made by the commission on which you served, Mr.
Chairman, on these matters. They are not exactly the same, but
the same general idea.

And now I am on the streak of my testimony. We urge that these
specific deadlines cover development and distribution of student
aid application forms, notification to institutions of campus-based
program eligibility and funding allocations, and publication of the
family contribution schedule and payment schedules for Pell grants
or whatever things you change in the course of it.

I hasten to say, Mr. Chairman, that we are not, of course, sug-
gesting that the Congress will not or should not change its policies
about who will be eligible for student aid or how much. We are
suggesting that such decisions, rules and regulations, and so forth,
be made in a timely manner, so that the students and their fami-
lies can count on getting this data. That is a major concern.

Turning now to the second recommendation, which is on student
aid information, I think there is evidence, Mr. Chairman, solid evi-
dence, that participation by minorities and the disadvantaged
that was a complicated word we used 20 years ago for poor as I re-
member; I think that is what we usedthat those rose. The
chances a going to postsecondary education rose between 1965 and
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1975 as a percentage of the age cohort. That is what you want, the
age cohort of particular groups and how many are going on. Rose
until 1975 but has fallen off since then. I think that evidence is
solid, and I am sorry to say it is worse in the last 2 years.

I used to be in charge of collecting statistics for the Government,
and I realize that we were not that efficient, and nor are we now I
suppose, in getting timely data, really timely data. But that is the
way it looks. It is a downslide, and I think that is the central point
we are making about student aid information.

And we have some quite specific suggestions which have to do
with getting the information out in a timely way. And there is one
subpoint to that, if I may urge on the Chair and the committee.
The decisions that those students make and their families make
are really beginning to be made long before the 12th grade. It is a
whole series of decisions, as Mr. Jeffords was pointing out, really in
a way that go back to the eighth, ninth grade. Not only for family
financing, but for the decision to go to postsecondary at all. And if
we are dealing with the disadvantaged and the minoritiesand I
am sorry for that clumsy languageif we are dealing with that, we
have got to go back to the eighth and ninth grade. And in our judg-
ment, the information about financial aid does not get that there
at a time when the student can decide what program to take, and
that program is what leads on, you know, 9th, 10th grade, 11th,
and so forth.

Now, at the present time, according to the data I have, on this
purpuse, the executive branch, the Department of Education, is
spending under half a million dollars this current fiscal year on in-
formation-related activities, which as I understand it is one-tenth
of 1 percent of total allocations for student financial aid. By the
way, a significant portion I am told is allocated to the production
and distribution of posters, and I am about to show you two of
them. The first one was what, about 1980 or something? Which is a
poster intended to get the word around, and I presume for high
schools and the like.

By t'h P. way, it might interest you, possibly amuse you, if I ask
Linda to show the second one, which was--Ivlary, how about you
holding it up for the eager audience? The r5econd one is last year or
the year before, which I think doesn't give the same tone, if I may
say so, as to what the purpose of this enterprise is.

But you know what the concern isthe problem is: Are those
posters getting into the places where they need to, in the junior
high schools? Frankly, I don't know. And if the second one is get-
ting there, I don't think it is going to create enthusiasm in the
group that we are looking for.

So we have some specific suggestions, Mr. Chairman, which are
on page 6 of my testimony, suggesting that the amount of a half
million dollars in the Secretary's budget go up to at least $5 mil-
lion, which in the world I live in is a lot of money, but over there I
think it is simply ait is a clearing of the throat for the computer.
Then there are some very specific suggestions of where we think
the Secretary might do it. Having been in the executive branch,
Mr. Chairman, I am almost embarrassed to put in these details be-
cause of clearness. If you are going to do it, you can do it. But those
are at least suggestions.
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Now, Mr. Jeffords, if I may return to the independent student
issue. We are making a suggestion for the independent student
which I think meets only part of what you were saying. We have
got a suggestion in this text which I think comes under the head-
ing of tightening up. And you will see on chartexcuse metable
5 the latest data we could get, and since the office consists ofpage
31, I am sorry. Page 31, Rick. I don't know, she is reading off the
wrong thing. Table 5, anyway.

It is an effort first to analyze what the data is. And what is obvi-
ously happening, and I guess for a variety of reasons, Mr. Jeffords,
and I am not sure I understand them, probably the whole struc-
tureand I indicated before it is a complicated structure of State
and private, public and private and other institutionsis tighten-
ing up some already on trying to avoidI am going to use old
fashi-.ned wordsthe cheaters. Sorry, but that is sort of an old-
fashioned way of saying it. And what we are proposing is that we
go to 22 and under, which you will notice on that table hits a
pretty high percentage:And then they have got to go through it
afterit is 22 and over, isn't it? Twenty-two and over. Then they
would become independent students. Now obviously there are prob-
lems in there.

And I think you have put your finger on it, Mr. Jeffords. I am
departing from my testimony, Mr. Chairman, and I apologize. But I
think you have put your finger on it. The United States, as I hear
what you are saying and if I may put it in my own words, has de-
cided, unlike any other nation in the world, that parents are re-
sponsible at least for the substantial part of the undergraduate
education of their children. I happen to think it is the right thing
to do. But then when you cut across some line, where do they get
off the line? Where is the nice clean line? We are suggesting that
the clean line be that age.

We have, obviously, some exceptions that you will notice we put
in here on pagesomewherepage 8, I think, which I think are
the ones that you would expect us to put in. At any rate, we sug-
gest you might think about this as part of the tightening up, which
is certainly one of the points you made. I, obviously, am not compe-
tent to speak about a tax issue as it might help, and, by the way,
on both sides of that issue. Only I do ask, in view of my age, do be
careful about putting the bite on grandparents, will you, because I
have got them in college now. That is the suggestion we got there.
And the Chair was good enough to ask us to make one, that is
what we got.

On need analysis, which I understand is not a peaceful topic
these days, I have got an introduction carefully explaining how the
coalition got to where it was by being kicked on various sides and
where we now are. We do have a suggestion, and we are trying to
explain why we understand the Congress wants to get a need anal-
ysis system that is consistent and manageable. And we do have a
suggestion which is to be found on pages 9 and 10. May I make a
general comment on that, Mr. Chairman? And I suppose I am pos-
sibly belatedly going back to my past in the executive branch.

I hoN the Congress will really return to some features that you
put in in 1980. Really establishing a set of standards rather than
attempting too detailed a prescription, and then requiring the Sec-
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retary of Education to consult with the various partners, particu-
larly States, private sources, and the like, to get into this. Eknd we
are fairly specific on that.

In fact, Mr. Chairman, now I am coming to the end. We are sug-
gesting something about which I think anybody who has been in
Washington, certainly I should think you, Mr. Chairman, would
have some serious doubtsanother one of these damned advisory
committees. I have served on several of thoin. Not private, I mean
public oneslibraries and other thingsan4 I think I have some
sense of the frustration that exists on those things. We are facing a
problem as I see it in which the Congress not only hasas your
whole record shows, you have been seeking information on these
topics for a long time. And one of the problems, as I understand it,
is the dependability of the information, and second, the dependabil-
ity of the analyst's. And I have been trying my colleagues and I
have been tryingto give as detached information as we can, but
we are a little outfit; and furthermore, to a degree, we represent
those with interest. Can't help it. That is the nature of my job.

So what we have suggested here is really an adaptation. And
other members of your committee, as well as yourself, Mr. Chair-
man, will know an awful lot more about this than I do, because we
are taking a modelwell, not taking a model, we are suggesting
that you study a model taken on the health side, on the health care
side, where a number of comparable factors were involved I think:
Rising casts, problems of the analysis of data, problems of technolo-
gy and its impact on costs and performance, and a lot of other
things. And there is a thing to which specific reference is made in
my testimony on pages 11 and 12, something referred to as
ProPAC, which is being used in the medical care system.

I am not, of course, suggesting, Mr. Chairman, that that be a pre-
cise analogy. I mean, that would be silly. But I do think there are
two things about it that might interest you. But advisory, I don't
care what you call it obviously. Above all, it should not, in my
judgmentand this is going to be a very frank statementit
should not be within a Government agency. Should not be. It
should be reporting to the Congress, and should be so established
that the Congress has confidence in its membership.

The way this ProPAC thing was done was by havingam I
right?the Director of the Office of Technical Assistance [OTA] do
the appointing. That is the group thatthe membership appoint-
ing. These would be part-time people I presume with a staff. I don't
think it is very expensive.

The problem is to get to the Congress an information and analy-
sis not only of the things that are nowif I may say so, Mr. Chair-
mannow in the student aid delivery problems, but also what may
be coming. And some of those I think are highly technical issues. A
lot of them are financing issues, and !mine of them are pricing
issues. It is for that reason I think that you may want to have the
data collectionnot collection, excuse meanalysis, the data anal-
ysisdone in the manner that you would have confidence in.

I am not at all sure, Mr. Chairman, this is the right way of doing
it. Maybe there is a better way of doing it. I am just trying to re-
spond to the problem that I have thought I have sensed in the last
3 or 4 years as best I can with the profound sympathywith the

274



270

view that we have got enough advisory committees around this
town and what do we need another one for. So I don't care what it
is. I would just as soon call it an analysis committee or data analy-
sis or something like that, but for the use of the Congress.

Mr. Chairman, you have been very patient with me and I have
gone way over my time. Sorry.

Mr. FORD. Thank you.
[The prepared statement of Francis Keppel folk ws
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PREPARED STATEMENT OF FRANCIS KEPPEL, CHAIRMAN, NA':: )NAL STUDENT AID
COALITION, WASHINGTON, DC

r. Chairman and members of the Subcommittee, thank you
for the opportunity to comment on several aspects of the
reauthorization of Title IV of the Higher Education Act of 1985,as amended. I am accompanied by Linda Berkshire, Staff Director
of the National Student Aid Coalition.

/ was invited to testify today in my capacity as Chairman of
the National Student Aid Coalition. The Coalition consists of
thirty-seven (37) national organizations and associations With a
common interest in student financial aid programs and policies,
and five (5) public members. Since its formal establishment in
1981, the Coalition has served as a voluntary tn.:a nism for a
variety of interest groups to identify issues, foi...s their
perspectives and concerns, and to asF, ,n coordinating the
development of national student aid 5 among federal and
state agencies and institutions of '7 c,:ducation.

We are concerned primarily with affecting the
"partnership" involved in the funding delivery of student
financial aid. These issues include the coordinatdon of the
systems by which financial aid is delivered to states,
institutions, and individual students; the principles by which
that aid is administered in such areas as timing, forms,
definitions, and public information programs; and the development
of standards by which financial zmeed will be measured.

I have included as an attachment a statement of the National
Student Aid Coalition's history, purpose, functions, and member
organizations.

On April 30 of this year the Coalition submitted to you,
Mr. Chairman, and to tIr. Coleman the recommendations of our Task
Force on Reauthorization for Title IV of the Higher Education
Act. We indicated at the time we submitted this document to you
that the proposals were developed by a task force of the
Coalition and do not necessarily represent a consensus of
our member organizations. This caveat boars repeating and
deserves explanation.

As is often the case with such coalitions, we work toward
the development of positions that can be commonly advanced and
supported. /n this case, while there was unanimity among the
majority of those represented on the Task rorce, not all the
recommendations were embraced by the full Coalition. None,
however, were wholly disowned, which, for a coalition, is not
bad.

My formal remarks today focus on five (5) of the Coalition's
suggestions. These recommendations reflect a basic concern that
more can he done to achieve the purpose of the federal student
aid programs--the goal of equal opportunity for all students. To
the extent that this objective has not yet been met, we suggest
how the student aid programs and delivery system migat be
improved in order to move further toward equal opportunity.
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We believe that for t? ational 1:rorAm of student aid
to work effectively, each of the parr0Wies must hold up their

end of the bargain. The national pre, :mf student financial
assistance is characterized by multipii 71xbviders and delivery
systems. Contributions from students an their families join
with funds from the federal governmer!:- tes. ostsecondary
institutions and business and industry oz; ';?rovide financial
assistance to needy students. The provision c2t medical care for
some of our population might be comparably charaeterized, though
the cost to the federal government is, of coure, far greater
than the cost of student aid.

We know from recent experience that each of the partners
depends on the others for timely action and response in order for
this massive system to function reasonably. We also know that
when decisions are delayed or arrived at in isolation, the
effects compound and the results are chaotic for students and
parents in need of information.

Several of our recommendations reflect our concern that the
importance of this funding partnership not be underestimated in
the development of federal student aid policy.

With this background, let me turn now to our proposals.

I nester Calendar

The system by which financial assistance from varied sources
reaches eligible students is a complicated and cooperative
effort. While the federal government is by far the largest
single provider of direct student aid, it does not and cannot
operate alone in this arena. Since the federal government
predominates as a funding partner, and since fedeL student aid
forms the foundation for other sources of financ assistance,
decisions at the federal level which initiate the delivery cycle
each year directly affect the operations and policies of all
others involved in the process.

The student aid programs have been a source of tension and
struggle between the Congress ane the execu'Ave branch. In
recent years, the operation of the programs has been
characterized hy delays and last-minute decisions affecting
program rules and eligibility. This pattern Of instability has
reduced significantly t'le effectiveness of the aid programs in
achieving their statee goals.

.r. Chairman, to help ensure an orderly process in providing
financial aid to eligible students, our recommendations would
stablish in statute a "%aster Calendar" that sets forth a
schedule for the completion of major decisions and tasks in the
annual student aid eelivery cycle. This ":laster Calendar"
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includes specific deadlixes for the:

o development and distribution of student aid application
forms

o notification to institutions of campus-based program
eligibility and funding allocations

publication of the Family Contribution Schedule and
.Fayment Schedule for Pell Grants

To help ensure adherence to the timetable, failure to
meet the deadlines prescribed in the calendar would result in
a.Atomatio adoption of the prior year's procedures.

The Master Calendar would thus place pressure for timely
decisions on bth the executive branch and the Congress. The
administration, to the extent it seeks to make changes in
existing nrocedures, would be forced to allow for an orderly
consideration of the potentia:. impact of such changes by tile
Congress and student aid providers and consumers. Congress would
introduce last minute changes to the system only if it explicitly
chose to ignore the calendar requirements it had previously
enacted.

We are, of course, not suggesting that Congress will not or
should not change its policies about who should be eligible for
federal student aid or for how much. We are suggesting that sun
decisions, and the rules and regulations Carrying out those
decisions, be made in a reasonable and timely manner so that
students and families can receive and count on the information
they need to make their decisions about-g7TEFto college.

We believe that the provision of such a schedule in
legislation is necessary and appropriate if we are to maintain
reasonable stability and predictability in the administration and
delivery of these program funds.

The National Commission on Student rinancial Assistance
recommended this master calendar in its report to the Congress on
student aid delivery. As the report concluded:

"The rational Commission on Student Financial Assistance
believes that the agencies within the federal government
that are charged with the administration of the student
financial aid nrograms must take responsibility for
maintaining order and stability within the programs and
among the program participants. Toward this enC, the
Commission is convinced that a schedule for the completion
of majnr tasks in the delivery process will add the
necessary order to allow for the proper administration of
the programs, avoid unnecessary cost to the narticipants,
and reduce confusion among the partners in aid delivery."

3
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II Student Aid Information

Mr. Chairman, we are troubled by data we have seen (much
t:sf which has been made available to the Committee) that sugges
strongly that rhe goal cf equal access to educational opportunity
hzz not hem achieved.

There is now evidence that participation 'ay minorities
an4 the disadvantaged in postsecondary education rose betvéen
1965 end 1975, but hns fallen off since then. You recently heard
testimony from Dr. Arnold Mt:tchem of the Matior.d1 Council of
Education OpOrtunity Ass:aciati...ms in which he cited data frOm a
recent report entitled Student Aid and Hincritv, Enrollmer'i. in
Higher Education.1 As Dr. mitchem indicated:

'Declines in enrollment of minority and low-income studentI
hove reached such proportions that they have attracted
notice in the media, including the :lashin ton Post and
Wall street Journal enrollment o co ega-eligible
year olds from families with incomes below 510,000 is down
17% since 1978; enrollment of Black students is down 111.
Enrollment of Hispanic students has also declined, although
less dramatically."

Less than adequate funding for student aid programs
presumably is one reason for the slowdown in progress toward
equal opportunity. Although funding for student aid increased
dramatically over the past two decades--at least until the past
several years--it has not been sufficient to close fully the
financial gap that exists among different socioeconomic groups in
their ability to afford a college education. Moreover, recent
efforts to spread aid dollars among a broader group of students
appear to have diluted the effect of that these programs can
have on the lowest income groups.

But mord than funding is involved in explainDlg why the
representation of eisadvantaged and minority students in
postsecondary eeucation has actually declined in recent years.

Another key reason is that the intended beneficiaries of the
student aid programs are frequently not aware of their
eligibility.

The Coalition recently issued a report entitled Closing the
Information Gap: Ways to Improve Student Awareness of Financial.
Aid Opportunities. The ma)or concern identified in this report
is that information on student aid often does not reach the
individuals who most need the aid--disadvantaged, minority, and
non-traditional students.

John Lee et. al., Student Aid and flinority Enrollment in
E ucation, American Association o. State Colleges ant
Universities, Washington. D.C., 1985
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Accurate, complete, and up-to-date information an student
aid opportunities is not easy to come by in the inner: eZ:ties and
..,ther communities where there are high concentration:: al minority
and disadvantaged students. Aggravating the problem., the
information that is made available is not provided in the early
high school years when students must decide Whether or not to
take college preparatory courses. For.vast numbers of these
students, it is often the case of "too little, too late."

For older students seeking further education or those
beginning postsecondary education after years of emnloyment or
raising a family, the problem is somewhat different. They have
difficulty finding out about existing opnortunities for financial
aid primarily because they are not in the high schuols where
information is most available.

Several of the suggestions found in the report are directed
at colleges and universities, secondary schools, states, and the
nrivate sector. We believe that they bear their share of
responsibility for improvimg information efforts to reach those
students that are not being well served by the current system.

But we also suggest that the federal government can and must
do more if it is to pave the way for the opportunities it hopes
to provide through student assistance. It seems obvious, but
students must be aware of available opportunities in order to
take advantage of them.

The current effort is less than encouraging. The Department
of Education is spending under one-half million dollars in
FY 1985 on information-related activities--this represents less
than one-tenth of one percent (.006%) of Fyes Title IV student
aid appropriations. Of that amount, a significant portion is
allocated to the nroduction and distribution of posters, such as
these that I am about to show you. The poster on my left was
produced in 1980; the one on the right was the last to be
produred by the Department and was distributed nationally in
1983. You may notice a slightly different tone to the message
being conveyed.

The 1980 "Study Money" poster is clearly designed to
encourage students to apPly for federal assistance. The poster
entitled "Now Not To Get Federal Student Aid" may not serve the
same purpose.

Some of the Department's efforts are devoted to information
for Spanish-speaking students; that, however, appears to be
limited to a Spanish version of the federal application form.
Most importantly, this effort stops short of tha actual
e1igi7ai1ity notification. Student eligi'aility reports in the
Pell C7ant program are always in English, regardless of whether
nr not the student completed a Spanish-version application.

5
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Given the evidence, I believe there is strong argument
for change. In an initial effort to address these concerns, we
recommend the following initiatives;

o Expanding on the authority provided in the 1980
amendments, the Secretary should be required to
contract for the purpose of providing early information
and other pre-eligibility services to assist
prospective students and parents in gauging financial
aid opportunities.

o The Secretary should be required to prepare and publish
annually a plan for producing and disseminating
information on fede:ral student aid programs.

o $5 mil/ion shuld be allocated eaca year from the
Department's operating budget to fund programs or
projects identified in the plan, with an emphasis on
disseminating information tn:

o disadvantaged, minority, and handicapped
individuals;

o junior high school students and parents;

o adults and non-traditional learners;

o geographically isolated or rural communit:es;

o individuals from other groups who may be under-
represented in postsecondary education; and

o individuals who normally serve as counselors,
teachers, or service providers to persons
interested in obtaining postsecondary education.

o The Secretary shot': '2 required to restore and
publicize the natl.. . toll-free number for the
provision of student aid information to the
public-at-large.

III Indenendent Student

Mr. Chairman, when we appeareu br:.fore this Committee in
October of 1983, we were asked specifi'7ally to provide a
tecommendation on the definition of the self-supporting student
for purposes of federal st..;e?nt aid eligibility and for any
supporting data. We suggested a revised definition at that time.
We now have a new recommendation, and we are also submitting
upeated data on the distribuvion of federal student aid among
depeneent and indenendent students for the Committee's
information.
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The most current 1,:tformation available from the Cepartment
of Education is appended to this testimony. Appendix A shows e'e
distribution of dependent and independent students among eligible
applicants in the pell. Grant program from 1976 through academic
year 1983-84. The chart also breaks down the independent Trtn0
'vy age.

While the eligible independent students now represent over
50 percent of the total pool of eligible applicants, please note
that the increase is in the category of students over 30 years
old. The number of eligTole independent students 22 years old
and under continues to decline.

Similar information is provided for the campus-based
programs in Anpendix B. There was a siveable increase in 1982-83
in the percentage of independent undergraduate students receiving
camnus-based funds. However, it is not clear whether or not
greater numbers of older students participating in these programs
account for the shift since data on the ages of recipients is not

Data from Jacob Stampen's recent report on Student Aia and
Public Higher Education is most illustrative. Comparing the age
distribution of dependent and independent aid recipients in
1981-82 and 1983-84, the report shows a sharp drop in the number
of independent recipients in the youngest age category--21 and
under. Again, the increase is found in the percentage of
independent students between the ages of 25 and 40. This
information is attached as Appendix C.

Ithile the numbers and percentages of independent students
participating in the federal student aid programs have risen, it
is clear from the available data that the pattern of
participation has also changedthese are students who are
beyond the age of hat i refer!'d to as the "traditional"
college student.

There is, of course, conuing concern among student aid
professibnals and policy-r,ake7,-; that the current independent
student "'rifinition lends itself to abuse by parents of means who
find it relatively easy to transfer the responsibility for
financing eleir children's education to the taxpayer. Indeed,
the baste elements incorporated in the current three-pt
definitton haven't chanond much since 1959. And, perhaps of most
importanee, two of the tflree parts of the definition's "test" of
independence are unverifiable.

For these reasons, we have proposed a new, statutory
definition that would eliminate the terms "independent" and
"dependent" and would ev:ablish ro.,' criteria for determining

students should be required 7..o p:ovide parental financial
irr.formation when applying for feeeral aid.

7
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Under the proposed definition, undergraduate students under
22 years of age on July 1 of a given award year would be required
to provide parental financial data on the application form in
order to determine the expected family contribution. Exceptions
would be made for students who are:

o orphans or wards of the court;
o married;
o not married, but have legal dependents;
o veterans of the Armed Services; or
o enrolled in programs of graduate or professional study.

*We believe that this definition reinforces the basic premise
which holds that parents have a responsibility to contribute to
the costs of their children's education to the extent that they
are able. Further, the definition proposed does not require
parental information from students ho, most would agree, do not
or should nut have reason to expect any degree of parental
support.

IV Need Analysis

Mr. Chairman, in our invitation to testify before the
Committee today, you asked us specifically to present our views
on need analygis. We submitted as part of our legislative
recommendations language suggesting a new section 482 which would
establish a now need analysis system for determining eligibility
for federal student assistance. I will address that proposal in
just a moment,

FirSt, I want to describe briefly the Coalition's role in
developing and helping to maintain the standards by which
financial need is measured for the majority of student assistance
programs.

Over ten years ago, there was convened a national Task
Force on Student Aid Problems. The task force, which brought
together a variety of expertise in the field of student aid,
worked for some time in an effort to encourage improvements in
the delivery of financial aid. Among its primary
recommendations, the task force urged the two national need
analysis service agencies the American College Testing program
and the College Scholarship Service -- to work toward the
establishment of a uniform standard of measuring family ability
to pay for college costs.

As an outgrowth of the Task Force recommendations, a single
standard of determining need was agreed to. This standard is
known as the Uniform Methodology.

The Uniform Methodology is currently the primary system used
for determining eligibility for the federal student aid programs,
with the exception of Pell Grants. Moreover, the Department of

8
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Education uses the Uniform Methodology as a benchmark for
establishing which other need analysis systems may be used for
distributing federal aid to undergraduate students. In addit':.on,
the Uniform Methodology is used for most assistance awarded
through institutional sources, and forty states currently
use the Methodology for the programs they fund and administer.

Each year the Methodology is examined and updated under the
auspices of the Coalition and its Committee on Needs Assesiment
and Deliverv (CONAD). This annual review process is governed by
a calendar that allows for extensiv2 debate and review by all
parties involved in the student aid process. For these reasons,
the Uniform Methodology is often referred to as the "consensus
methodology."

A more detailed description of the Uniform Methodology has
been orepared by the Coalition in response to a number of
requests for a nontechnical description of the Methodology. We
have made this paper available, Mr. Chairman, to each of the
Subcommittee members.

I believe that the vast majority of those that been involved
or associated with this process would say that it has worked
rather well. Most would argue that the process has allowed the
Methodology to remain sensitive to changing economic conditions
while incorporating principles that serve the common objective of
making aid available to those most in need.

We also recognize, of course, that the Congress L-as become
increasingly interested in decisions leading to the eetermination
of stueent eligibility under the Title IV programs. This was
evidenced most ellplicitly in the 1980 amendments in which the
Congress manet%%4 the development of a single method of nced
analysis for .:,.ermining student eligibility for federal student
aid funds.

We understand that the Congress was not only co; tned with
consolidating and simplifying need analysis for the fe:ieral
programs, but also with strengthening its oversight over program
eligibility. Ney to Congress actions in 1920, as I understand
it, was the authority to review the schedule of family
contributions issued by the Secretary and to exercise, when
appropriate, a resolution of disapproval. New concerns are
now evident as a result of the Supreme Court's ChadhA decision
restricting Congress' use of the legislative veto.

In response to this situation, Zile task force has suggested
a possible way to approach a single 1,ystem of need analysis for
Title IV funds (other than SSIG) which incorporates alL elements
and procedures into the Higher Zducation Act, limiting the
Secretary's authority to annually adjust for inflation.

This recommendation represents an attempt to identify the
factors that should 'le incleeee in a fed:!ral need analysis

9
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system. The task force tried to develop a system that meets the
concerns of the Congress while retaining features of the Uniform
Methodology. It may ,ae best viewed as a beginning point for
further discussion.

I should add that there are those that remained concerned
that a single, federally-prescribed need analysis system will
lead to a proliferation of separate systems which would meet the
needs of institutions and states that may not be addressed'in the
adoption of a federal standard. Some also argue that a statutory
system, which would, by definition, require legislative amendment
to modify, will cuickly become unresponsive and outdated.

To address these concerns, the Congress may want to return
to two features of the 1980 amendments:

1. a set of standards rather than a detailed
prescription.

The Congress set to statute the basic criteria which
would be used in determining expected family
contributions. The Congress did not lagislatc taxation
rates or other specific values which would be assigned
to the elements of the nned analysis system.

2. requiring the Secretary to consult with other agencies
and organizations involved in the student aid process
when developing the family contribution schedule.

In this connection, the Committee may wish to consider
the suggestion to establish a national advisory
committee.

V National Advisory Committee on Student Financial Assistance

As I emphasized in the introduction to my testimony today,
the national program of student fintmcial assistance is not only
a program of the federal government. Although the federal
government has become over time the dominant partner in the
funding of student assistance, federal funds are complemented by
billions of dollars in aid provided by states, colleges and
universities, credit institutions, and multiple private and
community sources. (see Appendix 0)

The efficient and effective delivery of billions of dollars
of student assistance to millions of students each year relies
almost exclusively upon the cooperation and collaboration of the
various providers and administrators. tlithout such a
partnership, and without the involvement of the partners at the
level of policy development, the system simply could not work.

A voluntary partnership of sorts has existed for years.
There are times when it has worked quite well, especially in
fostering communication among all the partners. At other times,
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it seems to have proved relatively ineffective, especially at
breaking impasses that have threatened disruption in the process
of delivering aid to students.

Further, this Committee is considering as part of the
reauthorization of Title IV major changes to need analysis
standards, criteria for program eligibility, definitions
affecting student eligibility, the provision of information, the
development of application forms, and the Secretary's conti'act
authority to process applications and eligibility reports.
Changes in any of these areas will have a profound effect on the
workings of the student aid delivery system, and, in particular,
on the policies and practices of the other partners and
providers.

It is clear to me that a more formal mechanism is required.
Therefore, we suggest that a National Advisory Committee on
Stude". Assistance be established to serve as the focal point for
monit..,ring and improving the delivery of student aid.

Mr. Chairman, I should emphasize that this recommendation
differs from the proposal advanced by the College Board in
testimony to this Committee calling for a National Commission on
Student Assistance Standards.

As we recommend it, the Committee would be advisory to the
Congress. Among the responsibilities we suggest would be:

o to provide advice and guidance to the Congress on
matters of student aid policy and practice requiring
technical knowledge and expertise;

o to monitor the delivery of federal student assistance
programs to assure coordination with other government
agencies and non-federal aid sources;

o to recommend to the Congress data collection needs and
student information requirements which would improve
access and choice for students eligible for aid under
Title IV programs:

o to undertake studies on the instruction of the
Congress.

The Advisory Committee should not and cannot, of course, be
authorized to set policy on its own as to family contribution
rates, eligibility standards, or other matters which are the
responsibility of the elected officials of the Congress under
existing law. The Committee could, however, make recommendations
on these matters.

The Congress adopted a perhaps comparable approach in the
health care area when it established under the Social Security
Amendments of 1983 the Prospective Payment Aassnont Commission,

11
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known as "ProPAC". The problems facing the Congress at that
time, as I understand them, included rising ccsts, eligibility,
need, sources of non-federal funds, the impact of technology, and
pricing. Some of these issues now seem to be facing student aid.
The Committee may want to consider the ProPAC model as it
considers the merits of the Coalition's and other recommendations
for a technical advisory committee.

When the Congress reformed the edicare program paymeilt
method for hospital services in 1983, it therefore recognized the
need for a panel of medical and health care experts to study the
new system and to recommend to the Congress and to the Secretary
of HHS any appropriate changes to the payment system. ProPAC was
created as an independent advisory committee to carry out these
functions.

The Director of the Office of Technology Assessment was
given the responsibility to select and appoint the Commission
members. OTA is also required to report annually to Congress on
t..2 functioning and progress of the Commission. Commenting on
the various forms of medical-technology assessment, the OTA
Director noted in a recent publication:

"The present approach is characterized by multiple
participants from the public and private sectors, and by
uncoordinated activities....the result is an overload and
confusion among decisionmakers and consumers."

ProPAC's Chairman, Stuart Altman, Dean of the Florence
Heller Graduate School for Advanced Studies in Social Welfare at
Brandeis University, said recently of the Commission:

"Ths %ast important thing we have to do is to be a truly
broker...Someone needs to play the role of bringing

out objective information in order for the political
process to play out If it is at all possible, I would like
the commission to that role, to call the shots on their
technical merits..."

Xr. Chairman, this analogy, of course, may be questioned.
After all, the Commissioners on ProPAC are dealing with extremely
technical assessments of medical practice and 'Lechnology.
Educations: technology has scarcely reached a high level of
son',istication, but someday it may. Ways of assessing student
need and "satisfactory progress" in education, as in 'ealth care,
may require continuing technical nalysis.

A parallel may therefore exist between the ProPAC Commission
and what we are recommending. The Committee may want to consider
the discussion and debate leading to the creation of ProPAC as it
considers the merits of such an advisory group.

I would be happY, of course, to try to answer any questions
you might have.

12
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APPENDIX A

PELL (BASIC) GRANT PROGRAM

ELIGIBLE APPLICANTS

1976-17 1917-78 1978-79 197940 1980-81 1981-82

Total Eligibles 2,258,013 2,390,320 2,228,603 3,029,745 3,420,000 3,420,009

I Dependent

I Independent

11 yrs nod under

23 yrs . .i0 yrs

gver 30 yrs

63,11 58.11 60,31 61,81 57,01 54,91

36,91 41,91 39,71 38,21 43,01 45,01

AGE DISTRIBUTION - INDEPENDENT ELIGIBLES

32,11 31.01 29,81 31,41 30.41 30.71

47,81 47.91 47,61 45,61 45,61 45,01

20,11 21,11 22,61 2. i3O% 24,01 24,21

Source: IL'S, Department of Education, Office of Student Financial Assistance

2 8 8

1982-83 198381

3,340,776 3,541,31

51.71 49,51

48.31 50,51

30,01 28,41

15,01 44,8:

25,01 26,8:



APPENDIX B

Award Year Undergraduate
Dependent

1974-75 No. of Recipients . 850,371
$'s Awarded $ 650,274,549

1975-76 1,424,616
$ 825,199,770

1976-77 1,052,554
$ 788,939,502

1977-78 1,007,544
$ 841,377,258

1978-79 911,060
$ 882,559,078

1979-80 1,112,999
$ 974042,123

1980-81 1,006,838
$1,088,141,877

1981-82 1,026,347
$1,011,144,870

1982-83 917,663

995,033,263

Campus Based Student Aid program Recipients
(Unduplicated)

Undergraduate
Independent

256,353

Graduate and
Pro. students

64,908

Less than
1/2 time

Total number of
Recipients

1,171,632

Total dollars
awarded

$227,695,732 $ 78,029,714 $ 956,000,000

333,470 (18%) 75,572 1,833,658
$311,956,179 (25%) $102,232,523 $1,239,388,472

373,946 (24%) 78,784 1,505,284
$302,603,887 (25%) $115,114,048 $1,206,657,437

306,974 (20%) 205,155 1,519,673
$333,950,520 (25%) $153,863,425 $1,329,191,203

330,432 (24%) 128,329 1,369,821
$361,378,375 (25%) $158,194,686 $1,402,132,139

510,425 (27%) 234,960 1,858,384
$416,498,456 (26%) $195,014,836 ---- $1,585,355,415

375,823 (25%) 110,064 554 1,493,275
$431,288,383 (25%) $197,949,118 560,321 $1,717,939,699

376,320 (24%) 104,304 648 1,507,619
$391,525,529 (2514 $156,536,269 530,930 $1,559,737,598

374,948 (28%) 83,031 753 1,376,395
$403,557,669 (29%) $157,006,595 383,306 $1,555,980,833

Source: U.S. Department of Education
Office of Student Financial Assistance 289
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by
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Table 5

Aga Distribution of Dependent and Independent Aid Recipients

Dependant

14a1-82 1983-84

Independent

1981-82 1983-84

21 and under 79.6 76.2 19.2 15.9

22-24 17.3 19.5 25.6 25.0

25-30 2.5 3.6 31.6 33.4

31-40 .5 .5 18.1 20.0

Over 41 .1 .2 5.5 5.7

Total 100.0 100.0 100.0 100.0
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APPENDIX D

Estimated Student Aid by Source, 1984-85 Academic Year
(Current Dollars ln Millions)

Total MA Awarded - SILOS Intake

Pea Grum
$2,773

Federal CampurSased Aid
S1.62.1

Gtranuateed
Student Law

311.4114

Notts
Based on lkbk I.

Includes federal womb/Pons to SSIG. Social Secunty a:Weapon benefits.
and ad hom other federally supported yam and loan programs.

Source: The College Board, Washington, DC, Trends In Student Aid: 19do to 1984
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NATIONAL STUDENT AID COALITION
One Dupont Circle. NW Suite 540 Washington. DC 20036 12021775.9415

The National Student Aid Coalition

History

Until the mid-1970's, the process of "governing" student financial aid was
characterized by a largely informal give-and-take of responsibilities and
decision-making authority. The inception of the Basic Educational Opportunity
Grant Program and the expansion of funding of other Federal and state aid
programs which occurred in 1972 brought strains to the delivery system
mechanism and called into question that form of governance. In response to
those strains, the postsecondary educational community formed the National Task
Force on Student Aid Problems to focus attention on 155tie5concerning the
delivery system, development of consensus solutions to those issues, and
advancement of those solutions for consideration and implementation by federal,
state, and institutional policy makers and administrators.

The Task Force was intentionally and formally organized for a fixed time.
When that time expired, it recommended that its activities be continued by a
"coalition" sponsored by the American Council on Education and the Education
Commission of the States. From 1975 to 1980, the Coalition for the
Coordination of Student Finanical Aid represented the interests of students,
states, and postsecondary institutions in student aid delivery system issues.
An informal and voluntary organization, the Coalition implemented many of the
Task Force's recommendations and provided advice on other policy and procedural
issues as they arose.

Several developments in the late 1970's suggested the need for a more
formal, organized body to carry on the work of the Coalition and to provide for
a broad-based mechanism to assert institutional, consumer, and state interests
both in delivery system and policy issues concerning student aid. The
formation of a cabinet-level Education Department and the consulting
requirements placed on the Secretary by the Education Amendments of 1980
suggested that the absence of a recognized, formally constituted body would
lessen the effect'veness of the Coalition in student aid related matters. A
series of discus'ons led to the reorganization and establishment in 1981 of an
expanded Nations', Student Aid Coalition, funded by grants from both The Ford
Foundation and t',e Carnegie Corporation of New York.

Purpose and Functions

The purpose of the National Student Aid Coalition is to provide a forum
for coordinating the efforts of associations with an interest in student
financial aid. While the intended purpose of the Coalition is the development
of consensus among the postsecondary community, participation in the Coalition
does not infringe on the right of any organization or individual to take a
position independent of or in opposition to that of the Coalition.

The general funczions of The National Student Aid Coalition are:

(1) To provide a mechanism for focusing the perspectives and concerns of
a variety of interested groups in identifying issues and effectively

coordinating national student aid policies among Federal and state agencies and
institutions:

293



289

(2) To develop and maintain the desired relationships between the aid
provided by different funding sources and the aid provided through different
delivery mechanisms;

(3) To dev'elop and maintain the standards by which financial need, but
not necessarily program eligibility, will be measured;

(4) To formulate mechanisms for coordination of the systems by which aid
is delivered to states, institutions, and individual students and the
principles by which that aid is administered in such areas as calendar, forms,
definitions, public information programs, levels of staff, etc.; and,

(5) To identify or conduct studies evaluating the impacts of student aid
on students, families, institutions, states, and society.

Organization

The National Student Aid Coalition currently consists of a representative
of each of the member organizations and six public members. Additional
organizations may be approved as members upon recommendation of the Executive
Committee and a two-thirds vote of the Coalition. The Chair of the Coalition,
currently Mr. Francis Keppel, is elected from the membership to serve a two
year term.

Committees

The Executive Committee reflects the broad and diverse membership of the
full toalITTE7--The-TEITZTifee serves as the steering and administrative
counsel for the Coalition, identifies issues for consideration of the
membership, receives reports from standing and ad hoc committees, and
formulates the agenda for the meetings of the Coalition. The members of the
Executive Committee are listed on the following page.

A standing Committee on Budget, and Finance oversees operating procedures,
reviews expenditTMT7M UFvelops braiii705Fities. The Treasurer of the
Coalition, Dorothy Cann (Director, Apex Technical School), currently chairs
this Committee.

A standing Committee on Needs Assessment and Delivery reviews annually and
develops recommeTZRMRTIo update the Uniform Methodologythe "consensus
methodology" for measuring a family's ability to pay for postsecondary
education. The Committee also serves as a forum for the discussion of issues
and concerns related to the delivery of student aid. The Committee is chaired
by John Brugel, Director of Financial Aid, Pennsylvania State University.

A Task Force on Reauthorization is charged with the responsibility of
sollcitTFiT 7.7iliTiwTEg, and compiling recommendations for changes to Title IV
(student financial assistance) of the Higher Education Act of 1965, as amended.
The work of the Task Force is limited to the consideration of technical
modifications, clarifications and refinements within the current structure of
the statute. Dallas Martin, Executive Director of the National Association of
Student Financial Aid Administrators, is Chairman.

A Task Force on Student Earnims is charged with compiling, examining, and
evaluating riTiVint data and information on the treatment of student earnings
in the Uniform Methodology. The scope of the Task Force's inquiries includes,
but is not limited to, the earnings of dependent students during the academic
year and during periods of nonenrollment and the total sources of income for
self-supporting students. The Task Force has distributed a preliminary report
and will present its final report to the Coalition in November of 1985.
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National Student Aid Coalition

Member Organizations

American Association of Collegiate Registrars and Admissions
American Association of Community and Junior Colleges
American Association of Counseling and Development
American Association of State Colleges and Universities
American Association of University Professors
American College Testing Program
American Council on Cosmetology Education
American Council on Education
Association of Advanced Rabbinical and Talmudic
Association of American Universities
Association of Community College Trustees
Association of Independent Colleges and Schools
Association of Jesuit Colleges and Universities
College Scholarship Service Assembly of the College Board
Council of Graduate Schools in the United States
Education Commission of thc States
Educational Testing Service
Graduate and Professional Financial Aid Council
Higher Education Assistance Foundation
National
National
National
National
National
National
National
National
National
National
National
National
National
National
National

Schools

Officers

Association of College Admissions Counselors
Association of College and University Business Officers
Association of Health Career SChools
Association of Independent Colleges and Universities
Association of State Scholarship and Grant Programs
Association of State Universities and Land-Grant Colleges
Association of Student Financial Aid Administrators
Association of Student Personnel Administrators
Association of Trade and Technical Schools
Coalition of Independent College and University Students
Council of Educational Opportunity Associations
Council of Higher Education Loan Programs
Education Association
Organization of Black University and College Students
Student Educational Fund

State Higher Education Executive Officers
United States Student Association
United Student Aid Fund

Public Members

Association

Frances M. Kelly (IBM Corporation)
Francis Keppel (Harvard University)
Rafael J. Magallan (Hispanic Higher Education Coalition)
Kenneth Reeher (Pennsylvania Higher Education Assistance Agency)
Duane C. Scribner (Dayton Hudson Corporation)
Craig Ulrich (Consumer Banker's Association)

Executive Committee

Robert Atwell (ACE)

Dorothy Cann (NATTS)
Peter Gossens (NAICU)
Zan Hall (CSS)
Mary Haldane (NASFAA)
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Mr. FORD. Mr. Martin.

STATEMENT OF DALLAS MARTIN, JR., EXECUTIVE DIRECTOR,
THE NATIONAL ASSOCIATION OF STUDENT FINANCIAL AID AD-
MINISTRATORS
Mr. MARTIN. Thank you, Mr. Chairman, and Mr. Jeffords. I ap-

preciate the opportunity to appear before you today on behalf of
the National Association of Student Financial Aid Administrators
and to discuss particularly the issues of need analysis and the
master calendar.

As you know, Mr. Chairman, in recognition that many families
are simply unable to provide necessary funding to their children,
that over the years in particular this committee has helped to de-
velop many worthwhile programs to provide student assistance to
students. Each of these programs ave been developed over time
with different purposes in mind to serve different types of students,
and each of them subsequently has different eligibility criteria and
also in some cases different ways of assessing the student and/or
his or her family's ability to pay for that postsecondary education.

In the early days of operating these programs, students and their
parents were often required to submit numerous applications, and
often various data, in order to have their eligibility determined. It
was not unusual, in fact, for a single student applying to one insti-
tution to complete as many as five or six different forms in order to
determine their eligibility for those programs. This was a fairly in-
efficient system, and it obviously discouraged many parents and
students from applying for student aid. So in 1974, in order to ad-
dress this problem, 26 educational associations came together vol-
untarily and formed the National Task Force on Student Aid Prob-
lems. I might add, Mr. Chairman, that that task force was chaired
by my good friend and colleague sitting next to me, Mr. Frank
Keppel, who was the former Commissioner of Education at that
time.

The preliminary work of the task force centered upon those ac-
tivities which occur at the beginning of the student aid process;
namely, the delivery system. And by design and agreement, the ac-
tivities of the task force were limited to that delivery system and
we did not attempt to deal with the broader social policy aspects or
to discuss the most appropriate mechanisms for financing postsec-
ondary education. We were concerned, however, that at that time
there were different forms of need analysis and that the major
services and the States that operated such often developed results
that were quite different. In fact, in times, even with the same in-
formation submitted by a student to these different services, the re-
sults could vary by as much as $1,000. So one of the tasks of the
Keppel task force was to develop a standard and consistent model
of a family's ability to pay ,and from that develop the consensus
model which is now referred to today as the Uniform Methodology
That Uniform Methodology was put into place in the fall of 1975 by
the National Needs Analysis Services and has continued since then
to serve as this consistent economic model.

The basic premises that were adopted by that task force as un-
derlying the entire process of need analysis were as follows:
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The results of the need analysis shc-i7 I be an objective and equi-
table measurement of the actual amount of money needed by a
particular student to successfully complete a program of study at a
particular institution. Unfortunately, much of the confusion of stu-
dents and parents derive from their inability to understand how
they can finance an education on the basis of awards that are
made under artificially limited measurements of their need. And
estimates of parental contribution or student contribution in the
educational budget should not be used as a ration device. Conse-
quently, from that the basic philosophy that undergirded the Uni-
form Methodology and is still the concepts that are looked at today
is that a certain level of income and assets are required to provide
for the economic necessities of the family.

In addition, the Uniform Methodology is based on certain basic
assumptions and principles as follows:

First of all, as Mr. Jeffords pointed out, that parents have an ob-
ligation to finance the education of their children to the extent
that they are able.

Second, that families should be accepted in their present finan-
cial condition.

Third, that income and assets of the parents and student are con-
sidered in estimating the family's ability to contribute.

Fourth, that students are expected to contribute to their own
educational costs through earnings, savings, or other resources that
may be available to them.

And that students themselves are expected to contribute a great-
er portion of their income and assets for education than their par-
ents since they are the primary beneficiaries of that education.

And also, to qualify as a self-supporting student, they must dem-
onstrate according to established criteria that they are not receiv-
ing any significant financial assistance from their parents.

As I noted, the Uniform Methodology today is the system of need
analysis that is used for Federal, State, private, and institutional
aid programs. I say that, and it is used consistently with the excep-
tion of the Pell Grant Program. Others would say that the Pell
grant formula is really just that. It is a formula, and it is really a
program eligibility determination which bears little resemblance to
an assessment of a family's ability to contribute to postsecondary
education.

And as a result of that I think, Mr. Chairman, that this has
caused confusion and uncertainty for students and families alike.
Distinction must be acknowledged in that some aspects of what we
have referred to as need analysis in fact in the Pell Grant Program
are not need analysis, but they are eligibility requirements which
are not related at all to the amount of money needed by an individ-
ual student attending a particular institution. In fact, the Pell
grant formula I think it is safe to say is really a rationing device
based upon the fact that there is a basic level of Federal financial
support in the form of a grant while at the same time trying to be
mindful that we have limited dollars and therefore we have to live
within budgetary ceilings.

Unlike the other Federal title IV programs, the campus-based
programs that allow institutions to set reasonable cost of attend-
ance, the Pell Grant Pi-6gram has since its inception consisted of
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arbitrary allowances which in many tases understate the student's
cost of attendance by as much as $1,200 to $1,800 per year.

Another factor that has contributed to the confusion regarding
the Pell grant formula is, is that when it was established originally
that formula has been described in terms that make it appear to be
synonymous with those that are used in the Uniform Methodology.
So the use of such terms as "family contribution schedule," "family
size offsets," and "cost of attendance" in the Pell Grant Program
have led many to believe that these are the same components that
are used within the Uniform Methodology when in fact they are
not. So this has created great confusion between the two systems.

Obviously you and the members of this subcommittee in an effort
to help deal with this confusion in the Education Amendments of
1980 attempted to simplify the process and establish a single need
analysis system into law. And while this idea was not without
merit, problems soon arose when we realized that if, in fact, that
system had been put in place that the Pell Grant Program in that
particular year would have cost substantially more than the re-
sources that were available. The Department of Education at that
time I might add also suggested that rather than adopting the
more liberalized approach and perhaps balanced approach that was
contained in the law, that they wanted to restrict the formula,
which would have also had major impact upon the campus-based
programs. As a result of that, the need analysis issues became
somewhat clouded.

It became further clouded in the Omnibus Budget Reconciliation
Act in 1981 when yet another system was introduced, and this was
the needs test that was imposed on the Guaranteed Student Loan
Program. This system consisted of a set of look-up tables, which, in
fact, was based off of family income and not upon assets, and so as
such a third system of need analysis, per se, came into it.

The truth of the matter is that today many people believe that
we have three so-called separate need analysis systems in the title
IV programs: The Pell grant eligibility formula, the Guaranteed
Student Loan Program look-up tables, and, cf course, the Uniform
Methodology.

Let me say, Mr. Chairman, that really the Uniform Methodology
is really the only true need analysis system, and the others are
more appropriately defined as formulas for defining program eligi-
bility.

Many things have been said about need analysis and what it is,
but I think one of the things that we are concerned about is that
need analysis itself is really a taxing system which attempts to de-
termine the appropriate balance of educational financing between
the student's family and the donors of financial aid. And as such it
must have face validity; that is, it must be perceived as being both
fair by students and their families and the public generally, and it
must be within reasonable expectations so that people will not at-
tempt to manipulate the system until it meets their own definition
of fairness.

Need analysis consists of two basic components: First, the cost of
attending school, which are the direct costs; and, second, the calcu-
lation of the expected contribution. And it is the difference be-
tween that that results in a student's need. A need analysis system,
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per se, does not assure that the needed funds will be available, al-
though financial need may be one of the eligibility criteria for a
particular financial aid program. Therefore, we believe strongly
that no particular financial aid program should dictate the criteria
for determining need. A need analysis result should say that this is
what we believe you need and we hope you can find it. It should
not say that since this is all we can give you this is all you need.

Of the three Federal need analysis systems, we believe, therefore,
that only the Uniform Methodology truly meets all of these goals,
and therefore it is widely accepted. We also continue to believe
that the essence of any single need analysis is that it must be inde-
pendent of any particular aid program, and that it must be gener-
ally accepted as reasonable by families and by donors alike. We
also believe that a single need analysis formula can and will some-
what respond slowly to changes in the general availability of stu-
dent aid funding.

I think the distinction that must be made, Mr. Chairman, is that
need analysis is designed to determine a family's ability to pay;
and program eligibility criteria, on the other hand, are specifically
designed to determine how actual program dollars are to be ex-
pended or to identify the groups or the categories or the types of
students who should receive such funds. This distinction between
need analysis and program eligibility is often unclear, and as such,
these factors perhaps more than anything else have contributed to
some of the confusion.

Having talked a little bit about the history and the background
of need analysis, let me now turn to some considerns. As I said, we
generally support the attempt that was made in the 1980 amend-
ments in hopes to try and provide some clarity in the law. As such,
one of the new sections that was added at that time was section
482, labeled "Need Analysis." This section combines not only the
time lines and procedures that were previously contained in section
411 under the Pell Grant Program, but it also expanded that some-
what to give other general criteria for all programs.

However, 'at the time that section was drafted, Mr. Chairman,
and I might add that we helped contribute to that, a number of
other additional features that were contained in the Uniform
Methodology were not included in that formula per se; and as such,
we soon discovered that perhaps it did not serve either of those ef-
forts well. Consequently, NASFAA, along with other educational
groups have subsequently had to work with Congress to somewhat
decouple, if you will, or cause a separation, of those two systems
since 1981 and that still exist° through the present time.

Let me say, Mr. Chairman, that clearly NASFAA would support
some expansion and liberalization of the Pell Grant Program. We
think it is somewhat too restrictive. But the budgetary environ-
ment over the past 4 years has made it almost impossible to obtain
those necessary funds to make those changes. Regardless of fund-
ing, we still continue to believe, therefore, that need analysis to be
useful should be rational and it must be universal and independent
of any particular aid program. We would, therefore, recommend
that it should not be definitively written or codified into the actual
program statutes, per se. The issue is not so much, Mr. Chairman,
whether it can be done, but whether or not it should be done.
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Those of us in the financial aid profession realizes that compro-
mises between the current features of the Uniform Methodology
and the Pell grant formula can be made to make the features more
sim ilar.

Furthermore, let me say that no one in our financial aid commu-
nity denies the fact that Congressyou, the Members of Congress,
yourselvesshould not set the program eligibility guidelines or the
parameters for those programs that this body enacts, but we do not
believe the Congress should automatically impose that criterion
upon States, institutions or providers of other sources of private
funds. Therefore, we would strongly recommend that section 482 be
changed and to specifically deal with program eligibility and to
define specifically those things that you want in terms of the vari-
ous programs that are under the title IV program. But it should
not be written into need analysis per se.

In this way, Mr. Chairman, we believe that this body and Con-
gress itself can continue to exercise its appropriate authority in de-
termining through the legislative process those students that you
wish to be eligible for title IV funds. You also may wish to include
or exclude any social, academic or economic factors that you deter-
mine that are appropriate in establishing that eligibility. On the
other hand, a uniform standard that attempts to reasonably assess
a family's ability to pay should be independent of these variables
and predicated upon the objective economic realities of the family's
situation as compared to others in like or in different family cir-
cumstances. That system cannot be too generous or it cannot be too
restrictive, but it must be reasonably accepted by most citizens and
donors as being fair and sensitive if, in fact, it is to remain to be an
acceptable national standard of a family's ability to pay.

Mr. Chairman, let me also very briefly turn to another matter
which Mr. Keppel has referred to, and that is the establishment of
a master calendar. We, too, strongly support the idea of the estab-
lishment in law of some time lines that will help to ensure that
critical dates are met by our colleagues in the Education Depart-
ment. This includes not only many of the items that Mr. Keppel
has already identified as a part of the delivery system, but also reg-
ulations as well.

We realize occasionally that events may arise that would prevent
the Department from meeting every one of these time lines, but we
also believe that they should be responsible and accountable for
their actions. And therefore, if they miss these, we believe that
they should tell the Congress why. From past experiences, we have
seen what happens when the forms are delayed, when regulations
are changed at the last moment, or payment schedules are not
available to notify students in a timely manner. The results are
that students most in need of the programs to enable them to
pursue a postsecondary education simply give up. They abandon
their dreams of having a better life. Errors in administrative oper-
ations result because adequate time was not available for us to
properly implement new procedures, which, in turn, are then re-
ported in audits and program reviews thus giving the appearance
we have poor or improper administration of these programs.

Additionally, unnecessary resources and manpower are expended
because schools are forced to operate in a crisis mode of operation,
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rather than being able to utilize those limited resources to improve
and enhance existing services and objectives. Therefore, we strong-
ly encourage the Congress to spell out these responsibilities and ex-
pectations in order to help ensure that students in need of these
dollars will be well served.

Mr. Chairman, in conclusion, let me also say one other thing.
That we are delighted and pleased today that as one of your other
panels that you are going to again look at the GAO report that
carne out a few months ago. And let me just say that we, too, have
concerns about that, and I look forward to hearing the witnesses
from the GAO as well as others today.

One of the things that concerned us was some of the data in
there that seemed to point to abuses with satisfactory academic
progress. We found it somewhat incredible that the time lines that
were used in that and the measurements that were used with those
regulations were such that the final regulations for the Depart-
ment of Education were not even in place at that time. And yet it
was those assumptions and standards that were uSed, in part, in
that evaluation.

We look forward to that hearing, and we have other data about
satisfactory progress which we will submit to this subcommittee
later on as you proceed with your hearings.

Thank you very much for the opportunity to appear here, Mr.
Chairman.

Mr. FORD. Thank you.
[Prepared statement of Dallas Martin, Jr. followsl
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FRSFARED STATEMO4T OF A. DALLAS MARTIN, JR., EXECUTIVE DIRECTOR, THE
NATIONAL ASSOCIATION OF' STUDENT FINANCIAL AID ADMINISTRATORS

Mr. Cha-Pmmo». Members of the Subcommittee. I appreciate the opportunity tc

appear beer' to address the need analysis and master calendar issues

related to 7ea4thorlzation of the Higher Education Act.

As you know, the student aid delivery system encompasses not only the means

by which the aid is distributed to students, but the application for the aid,

the assessment of a student's need 7-Itch aid, the timing of the notification

and the actual disbursement of the oid, the application of rules and guidelines

for the award and payment of the aid, and the policies and procedures employed

by institutions to ensure the integrity of the progrsms.

Throughout these hearings, we have referenced different v.pects of the

delivarv process, but today I would like to focus my remarks on the issues

relating to ability to pay and the student aid calendar.

History of Need Analysis

Since the onset of postsecondary education in the United States, many

students have been faced with problems in finding adequate resources with which

to meet the increasing costs of an education. The recognition that many

families are simply unable to provide the necessary funding to enable their

children to attend postsecondary education has over the years led to the

establishment of a number of federal, state, institutional, and private student

aid programs intended to provide supplemental funds for students from these

families. Each of these programs has been developed over time, created with

different purposes in mind and designed to serve different types of students.

As such, the programs often have different eligibility criteria and util4ze

various factors in assessing a student and/or his or her family's ability to

pay for postsecondary education.

In the early days of operating these programs, students and their parents

were often required to submit numerous applications and various data in order

to have their eligibility for aid determined. This lack of consistency often
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required a student who was applying for aid to complete five or six different

forms to attend just one single institution. At that time the system was not

only inefficient, but it often discouraged many needy students from applying

for student aid.

In order to address these problems. in May 1974, a group of twentysix

educational associations and organizations voluntarily came together and formed

the National Task Force on Student Aid Problems. The Task Force was chaired by

Mr. Frank Keppel. former Commissioner of Education. The preliminary work of

the Task Force centered upon those activities which occur at the beginning of

the student aid process, including a review of how students receive information

about available aid, how they apply for aid, how their need is assessed, how

they are notified of their aid awards, and how they use that aid to begin or

continue their education. By design, and agreement, the activities of the Task

Force were limited to the delivery Itstem; and the Task Force did not deal with

the broader, social policy aspects often involved in student aid, nor did it

attempt to discuss the most appropriate mechanism for financing postsecondary

education. As I've noted, when the Task Force began there was very little

uniformity in the actual forms students completed to apply for student aid, or

in the manner in which their need was determined. In fact, the major services

and states that operated the need analysis programs functioned very

independently. As such, when students and families applied for financial aid

they often found the results obtained from the various calculations were quite

different. In fact, at times these calculations could vary as much as $1.000,

based upon identical information submitted for the same family through the use

of different economic models. Consequently the family could become extremely

confused upon receiving three different estimates of their overall financial

strength when they submitted identical information to the two major processors

and/or to the Basic Educational Opportunity Grant program processor. One of

2
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'..ne issues that was undertaken by the National Task Force on Student Aid

Problems was to develop a standard mnd consistent model for determining a

family's ability to pay for postseconck.ry education.

As a result of these efforts, the Task Force was able to develop a

consensus methodology for assessing a family's ability to pay which led to the

development of the Uniform Methodology. This methodology was implemented by

the two major national need analysis services in the fall of 1975, and since

then it has continued to serve as a consistent economic model which is reviewed

annually, and updated to reflect current economic conditions and to adjust the

parameters in the calculation in the family contribution. Through the years,

this model has become the most widely used and recognized standard in assessing

a family's ability to pay. Today it is used by the vast majority of states and

institutions in awarding campusbased dollars to students as well as most state

and institutional aid funds.

The basic premises adopted by the Task Force as underlying the entire

process of need analysis were as follows:

The results of need analysis should be an objective and equitable

measurement of the actual amount of money needed by a particular

student to successfully complete a program of study at a particular

institution. Much of the confusion of students and their parents

derives from their inability to understand how they can finance an

education on the basis of awards made under artific; 'imited

measurements of their need. Estimates of parental contrioution,

student contribution, and budget should not be used as rationing

devices. Efforts should be made to increase the level of funding

available for student aid, but until that is accomplished the need

analysis system and procedures should not be used to make it appear

that needs are being met when in fact they are not.

3
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With this in mind, the following definitions were adopted by the Task

Force, both as mechanisms to clarify some of the confusion and as the means of

describing with more precision the recommendations made to improve the system.

Determination of ability to pay is a process which involves the

measurement of the economic wellbeing or financial strength of the

candidate and/or his or her family and the subsequent determination of

a contribution toward educational expenses through the application of

some "taxation rate" to the measure of financial strength.

Determination of program eligibility is the translation of the purpose

for which a student aid program has been established (whether implicit

or explicit) into some measurable indicator of an academic, personal,

or financial characteristic of the desired recipient or his or her

family.

Determination of financial need is the measurement of the specific

amount of money needed by an :ndivieual student attending or planning

to attend a particular postsecondary institution.

These definitions have remained within the Uniform Methodology since it was

enacted in 1975. The Methodology is currently the primary system used for

determining eligibility for the federal student aid programs, with the

exception of the Pell Grant Program. To insure consistency, the Education

Department, each year, publishes benchmarks against which need analysis systems

are measured to ensure compliance with the standards for determining a family's

ability, to pay for postsecondary education. In addition, the Uniform

Methodology is used for most assistance awarded through institutional sources,

and forty states currently use the Uniform Methodology for the programs they

fund and administer.

Basic to the philosophy of the Uniform Methodology is the concept that

certain levels of income and assets are required to provide for the economic
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necessities of the family, and income and assets ab.70e these levels are

available, in varying amounts, for meeting the costs of postsecondary

education. In addition, the Uniform Methodology is based on certain basic

assumptions and principles as follows:

(1) Parents have an obligation to finance the education of their

children to the extent they are able.

(2) The family should be accepted in its present financial condition.

(3) Income and assets of the parents and student are considered in

estimating a family's ability to contribute to educational costs.

(4) Students are expected to contribute to their own educational

costs through earnings, savings, or other resources that may be

available to them.

(5) Students are expected to contribute a greater proportion of their

income and assets for education than their parents since they are the

primary beneficiaries of the education received.

(6) To qualify as selfsupporting, students must demonstrate

according to established criteria that they are not receiving any

significant financial assistance from their parents.

As mentioned earlier, the Uniform Methodology is the system of need

analysis used for federal, state, private, and institutional aid programs,

except for the Pell Grant Program. Many would argue that the formula which

determines eligibility under the Pell Grant Program is just that -- program

eligibility determination, which bears little resemblance to an assessment of a

family's ability to contribute to postsecondary education. This has caused

confusion and uncertainty for students, families, and others who are not so

familiar with the purposes and workings of the formulae. This distinction must

be acknowledged in that some aspects of what may be referred to as need

5
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analysis in the Pell Grant Program, are in fact rooted in program eligibility

requirements which are not related to the amount of money needed by an

individual student attending a particular institution. In fact, the Pell Grant

formula is a rationing device specifically designed to determine eligibility

for a basic level of federal financial support in the form of a grant while

limiting program costs to an annually imposed budgetary ceiling.

Unlike the other federal title IV student aid programs, which allow

institutions to set reasonable costsofattendance based on local conditions,

the costofattendance for the Pell Grant Program has, since the program's

inception, consisted of arbitrary allowances, which in many cases may

understate a student's actual costofattendance by as much as $1,200 to

$1,800. In addition, an individual student's Pell Grant may not, in academic

year 1985-86, exceed 60 percent of the student's costofattendance. I should

note this is certainly an improvement for our students with the greatest amount

of financial need because Pell Grants have, since the program's inception, been

limited to 50 percent of a student's costofattendance.

Also, contributing to the confusion regarding the Pell Grant formula is the

fact that the data elements and the components of the formula have been

described in terms that make them appear to be synonomous with those used in

Uniform Methodology. The use of terms such as "family contribution schedules."

"family size offsets," and "costsofattendance," within the Pell Grant Program

have led many to believe these are the same components or terms utilized within

the Uniform Methodology which does assess a family's ability to pay. This

confusion between these two systems has created confusion in the minds of

parents, students, and educators, who have in turn complained about the

complexity and inconsistencies of "need analysis."

Further complicating the issue, as explained in NASFAA's statement before

this Subcommittee on June 27th, is the fact that adjustments to the data used
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to determine eligibility for the Pell Grant Program are not allowed at the

campus level, nor is the processing of Pell Grant application data by the

national need analysis services recognized as legitimate under the program.

The Pell Grant program uses a separate federal processor even though 85 percent

of the Pell application data is transmitted to this processor by the national

need analysis services. These national need analysis services (also known as

Multiple Data Entry processors) calculate and print on their own output

documents, the same Pell Grant Aid Index calculated by the government's central

processor. Fortunately this gives institutions the ability to estimate

students' Pell Grant awards and notify them of the various amounts in the aid

package without having to wait for the feaeral government to process the

student's Student Aid Report. We have therefore long supported the elimination

of the Pell Grant central processor, thus helping to decentralize the program.

In an effort to reduce confusion and simplify the process of need analysis,

in the Education Amendments of 1980, the Congress established a single need

analysis system. While the idea was not without merit, problems soon arose

when it was realized that the application of such a system to the Pell Grant

Program would increase program costs substantially beyond the resources

available. Conversely, when the Education Department suggested that rather

than adopting the more liberalized approach contained in the law a more

restrictive formula should be used for campusbased programs, the financial aid

community took exception to the unreasonableness of using the Pell Grant

formula for determining need under the campusbased, state, and institutional

aid programs. Therefore, since the enactment of the 1980 Education Amendments,

legislation has separated the two formulas.

The need analysis issue was somewhat clouded again in the Omnibus Budget

Reconciliation Act of 1981, when yet another system was introduced for use in

the Guaranteed Student Loan Program. This system eliminates assets from

7
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consideration in determining a family's contribution and consists of simple

lookup tables. It should be noted here that this GSL lookup system cannct be

used for students who qualify for and are awarded campusbased aid.

Regulations require that the :ame family contribution figure used to determine

need for campusbased programs be used for GSL in these situations. Therefore,

today we have in place three socalled separate need analysis systems: the

dniform Methodology, which is really the only true need analysis system; the

Pell Grant eligibility formula; and the Guaranteed Student Loan Lookup Tables

which more appropriately are formulas for defining program eligibility. With

this background, let us now define need analysis.

What is Need Analysis?

While many papers have been written over the years which answer this

question, perhaps one of the better descriptions was contained in a paper

written by Mr. Mark Heffron of the American College Testing Program. in 1983,

when he wrote:

"Need analysis is a taxing system which attempts to determine the

appropriate balance of educational financing between the student's

family and the donors of financi'al aid. As such, it must have face

validity, that is as being perceived as fair to both students and

their families, and the public. If it is not so perceived, it can be

expected people will attempt to manipulate the system until it meets

their definition of fairness. Need analysis .1:: comprised of two basic

components. First, the cost of attending tollege, which is the sum of

the direct costs, that is tuition, fees and books, and some reasonable

allowance for living costs. Second is the calculation of an expected

contribution, that is the amount of money the student can be expected

to obtain from family resources to pay these costs. The purpose of a

need analysis is to determine which students need financial

8
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assistance, and how much each needs. A need analysis does not assure

the needed funds will be available, although financial need may be one

of the eligibility criteria for a particular financial aid program, no

particular financial aid program should dictate the criteria for

determining need. The need analysis result should say 'this is what

be believe you need, we hope you can find it.' It should not say,

'since this is all we can give you, this is all you need.: Clearly,

it must be recognized that no need analylis is or can be entirely

objective. Beyond the broad boundaries of common sense, there are no

generally accepted economic principles that dictate the proper level

of contribution. Decisions must be made as to the appropriate level

of living to be allowed in computing the costofattendance, and the

proportion of assets that should be contributed or protected, and the

kind and amount of expenses that should be considered as having

priority over educational costs for the expenditure of family funds.

Though total objectivity is not attainable, as many components as

possible should be determined in an objective and common sense

manner. For example, allowances must be made against income for

mandatory taxes. A family has no option to use these funds for

college expenses. Likewise, basic living expenses must be recognized

at some reasonable, definable level which is regularly and

consistently updated to recognize changes to costs of living. Other

factors in the analysis must be considered to recognize the similarity

and differences between families of different size, numLer in college,

and income and asset holdings in a re.onable and consistent way."

Of the three federal need analysis systems, only the Uniform Methodology truly

meets all of these goals.

As such, the Uniform Methodology is generally accepted by the financial

9
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aid community as being the national single standard for truly determining the

student's need for all types of financial aid. The fact that the Uniform

Methodology is the generally accepted single need analysis standard does not

mean that there are not those who would not change the formula, or those who

wish no change. Since the formula is used to determine need for financial aid,

rather than for any particular financial aid program, modifications are

intended to make the formula more fair, more sensitive, or more reasonable, not

to affect expenditures or savings of particular types of funds. The essence cf

a single need analysis is that it be independent of any particular aid program,

and that it be generally accepted as reasonable by families and by the donors

and administrators of most aid programs. A single need analysis formula can

and will respond slowly to changes in the general availability of student aid

funding. It need not, and to be effective, should not, respond quickly to

changes in the funding level of any particular aid program or set of programs.

The distinction that must be made is that need analysis is designed to

determine a family's ability to pay. Program eligibility criteria, on the

other hand, are specifically designed to determine how actual program dollars

are to be expended, or to identify the groups, categories, or types of students

which should receive such funds. This distinction between need analyiis and

program eligibility is often unclear, and as such this factor perhaps more than

any other contributes to much of the confusion that surrounds discussions

regarding the assessment of a family's ability to pay.

For.example, in economic terms, a family with a sizable amount of assets is

clearly in a stronger financial position than another family which does not

have such holdings. A true need analysis system would therefore produce such a

result. The question that may arise, however, is whether or not this first

family can really be expected to utilize those assets to pay for postsecondary

education. Therefore for purposes of program eligibility, the donors of a

10

311



307

particular aid program may decide to exclude from consideration those nonliquid

assets a family has that may be in the form of equity in their home, or their

business. However, the decision to protect all of these assets is a matter of

program eligibility and should not contaminate the proper role or purpose of

need analysis, per se.

Need analysis on the other hand, should not involve itself with the

political and fiscal constraints that influence program eligibility or even

those political sensitivities that often may be addressed in program

eligibility. Rather, need analysis must focus upon the family's objective

economic reality.

Considerations

Having now provided you with the history and background of need analysis,

and a descriptinn of what need analysis is, allow me to address a number of

other factors we believe should be taken into consideration by the members of

this Subcommittee as a part of your reauthorization deliberations. In the

Educational Amendments of 1980. a worthwhile attempt was made to reorganize

major portions of the statutes in hopes of providing more consistency and

clarity in the law. One of the new sections added at that time was Section 482.

labeled "Need Analysis." This section combined the timelines and procedures

previously contained in Section 411, concerning the Pell Grant Program and an

expansion of the description of the formula used to determine eligibility for

that program which would now apply to all programs under title IV with the

exception of Guaranteed Student Loans and the State Student Incentive Grant

programs. However, at the time that section was drafted, a number of

additional features which were contained in the Uniform Methodology, but which

did not pertain to the formula used to determine Pell Grant eligibility, were

added in a belief.that this description of need analysis could accommodate both

the Campusbased as well as the Pell Grant Program eligibility determinations.

11
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However, we soon discovered that in spite of the goodfaith efforts that had

been made, this language, if fully implemented, would not only have caused

expenditures in the Pell Grant Program to expand well beyond the reasonable

budgetary resources allocated for the program, but that statutory provisions in

this section failed to take into account many of the variables used with the

Uniform Methudology. Consequently, NASFAA, along with other higher education

organizations and groups, encouraged the Congress to enact additional

legislation which separated the Pell Grant formula from the calculation of the

Uniform Methodology which is used with the Campusbased programs. This

separation, or decoupling as it became called, has continued to exist from 1981

through the present time.

Clearly, our association, along with others, would have welcomed an

expansion and some liberalization in the Pell Grant Program. The budgetary

environment over the past four years, however, has made it impossible to obtain

the necessary funds required to implement these changes. Regardless of

funding, however, we continue to believe, that to be useful and rational, that

need analysis must be universal and independent of any particular aid program.

Therefore, it should not be definitively written or codified into the actual

program statutes per se. The issue is not so much whether it can be done, but

whether or not it should be done. Those of us in the financial aid profession

realize compromises between the current features of the Uniform Methodology and

the Pell Grant Formula can be made to make the feature more similar.

Futhermore, no one in the financial aid community denies the fact that Congress

itself should set the program eligibility guidelines or parameters for those

programs that it enacts. However, we do not believe Congress should

automatically impose those criterion upon states, institutions or providers of

other sources of student aid funds.

Therefore we would strongly recommend that Section 482 be changed to a

12
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section that specifically deals with program eligibility and not with need

analysis. In this way. Congress can continue to exercise its appropriate

authority in determining, through the 'legislative process, those students it

determines should be eligible for specific title IV funds, and as such, the

Congress may well wish to include or exclude any social, academic, or economic

factor it determines appropriate in establishing the student's eligibility for

a particular program. On the other hand, a uniform standard that attempts to

reasonably assess a family's ability to pay should be independent of these

variables and predicated upon the objective economic realities of the family's

situation as compared to others in like or in different family circumstances.

That system must not be too generous and too restrictive, but it must be

reasonably accepted by most citizens and donors of the funds as being fair and

sensitive if in fact it is to remain an acceptable national standard of a

family's ability to pay for postsecondary education.

Consequently, the majority of members within our Association would strongly

encourage the Congress not tolegislate need analysis, but carefully define

eligibility standards for those programs in the law which you authorize to

insure that scarce federal dollars are being properly directed towards those

families Congress intends to receive such benefits.

Master Calendar

Mr. Chairman, another issue we wish to briefly comment upon today is the

establishment of a Master Calendar. This Calendar could be used by all parties

to help -insure adequate notification and timely delivery of student aid funds

under title IV. As you know, for the past several years, a number of these

critical dates have been included in the law which have instructed the

Education Department to submit contribution schedules or publish certain

notices by certain times.

Generally these dates have been followed; however, on other occasions
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.there have been delays on these or other equally critical deadlines that must

be adhered to if the delivery system and information to students is to be made

available in a timely manner. Therefore, in an effcrt to avoid these problems

in the future, NASFAA has included as part of its reauthorization proposals, a

series of recommended dates for completion of specific activities that should

be followed by the Education Department. The:e have tuen included as

Subpart(e) of Section 483, dealing with Forms, Regulations, and Information.

While we realize occasional events may arise that would prevent the

Department from meeting each and every one of these timelines, we also strongly

believe those accountable for administering these programs should be charged

with this responsibility. Further, if they do not adhere to the Calendar they

must be required to explain their inactions to the Congress.

From past experiences, we have seen what happens when the forms are

delayed, regulations are changed at the last moment, or payment schedules are

not available to notify students in a timely manner. The results are that

students most in need of the programs to enable them to pursue a postsecondary

education simply give up and abandon their dreams of having a better life.

Errors in administrative operations result because adequate time was not

available to properly implement new procedures, which in turn are reported in

audits and program reviews, thus giving the appearance of poor or improper

administration. .finecessary resources and manpower are expended because

schools are forced to operate in a crisis mode of operation, rather than being

utilized to improve and enhance the existing services and objectives.

Therefore we strongly encourage the Congress to spell out these

responsibilities and expectations in order to help insure that'students in need

of these dollars will be well served.

Thank you again for inviting us to testify on these important issues, and

if you have any questions, I will be pleased to respond to them.

14
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Mr. Foam Both of you are people that I have known for a long
time and I am very highly respectful of your judgment in these
matters. But I fmd myself unwilling to move with you when you,
Frank, suggest that we just make some broad guidelines and let
the Secretary decide what an independent student is and when you
suggest the same kind of latitude with regard to need analysis. I,
for the first time in 20 years, with Democratic and Republican ap-
pointees running the Office of Education have no confidence that
that Department over there has either the capacity or the will to
write regulations that would carry out the intent and purpose of
the congressional mandate on who should be an independent stu-
dent or who should qualify for how much money under a need
analysis. I don't believe that for the simple reason that it is the
first time, and that is a change in this administration, it is the first
time that the top people running the Department will openly say
that it is their objective not to carry out the law as written by Con-
gress but to carry out the policies of the Heritage Foundation that
haven't found their way into the statutes by action of the Congress.
I can't put it any more gently than that without being dishonest.

Mr. MARTIN. Mr. Chairman, may I respond to that?
Mr. Foam Yes.
Mr. MARTIN. I would like to make it very clear that we are not

suggesting, in terms of the issue on need analysis that we are in
any way are suggesting that the Department of Education or the
Secretary have the authority to establish that criteria. Quite the
contrary. I would strongly encourage this subcommittee, aa you
draft that legislation, to very clearly spell out in detail how you
want the formula for Pell grants to work, and I would strongly en-
courage you to give those guidelines as it relates to the campus-
based and to the GSL programs. We share many of your concerns
on that.

The distinction I am trying to draw is that that need analysis
also is broader than just those programs; that it also impacts
others, and therefore there needs to be some discretion in terms of
flexibility in looking at that overall. A good example might be, Mr.
Chairman, for an example, that if we were to look at an economic
model to judge a need analysis of ability to pay, we might well for
an example look at asset holdings that a particular family has. Be-
cause a family that has some, as meager as they may.be, certainly
puts them in a stronger, perhaps, economic position than a family
that has none.

On the other hand, it may well be very appropriate in terms of
looking at self-help aid in terms of loans or work. The Congress
may say, well it is unreasonable to have a family, for an example,
to be expected to dip into the equity in their home, even though
that is part of an economic model, to pay for education. It is just
not available. It is an unreasonable expectation. It may be very ap-
propriate, therefore, for an example with GSL eligibility to say you
should not include home equity in the first, principal place of resi-
dence as a criteria in that judgment or in that eligibility determi-
nation.

The point I am making is that when we are trying to rank stu-
dents across the spectrum with all of our programs, Mr. Chairman,
there are other programs that we interact with that and we need
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to look at that in some ranking device with a student. So please do
not mistake. We share your concerns about some of problems that
we have had both with this administration and at times with
others, and we do believe that you should keep the control. Our
total confidence is here with this body.

Mr. Form. Well, the last word from the Secretary on the matter
to me was in front of this committee, in March, when he said be-
cause the need analysis in the Guaranteed Student Loan Program
was so flawed there are over 13,000 students from families of
$100,000 income or more receiving substantial Federal assistance.
Now we have not been able to find 13, never mind 13,000. We don't
think they can fmd 13, either. But not one wordand those of you
from the Department take this back. Not one word has come back
to the Congress with a list of 10, 20, 30, 40 or 1,000, 13,000. And
unless I see before we get through with this some clarification from
the Department that there was no basis for that statement, that it

not true, that we can use to reassure the Members of the Con-
s-fess who are going to be considering this bill, I don't want to talk
to the Department about any ideas they have in writing this bill if
we are not going to be honest. And to this point it stands on the
record with no response and an open invitation to the Secr;,,t-A7,.y to
submit the basis for that assertion.

Now what did he say when he made that assertion? That he wcs
going to go to work and write a need analysis that would stop that
from happening. I don't have any idea what they are cooking up
over there, but I am not looking forward to a very easy need analy-
sis for me to accept. And now that we are stuck, unfortunately,
with the Court's decision on the vetoing of regulations, we have to
nail these things down in the statute. It is unfortunate that the
Court took that position because we are now forced to take discre-
tionary power away from administrators that traditionally we have
always been very willing to give them. And that would be the case
whether we had the current situation in the Department or not.

Mr. Keppel.
Mr. KEPPEL. Mr. Chairman, I must have bumbled in my testimo-

ny because I certainly did not intend to give the impression that I
apparently did. For among other reasons the reasons you have just
given, we venture to suggest that the Congress establish statutory
definitions with regard, for example, to independent students. That
is an example you gave. And also with regard to definition of need.
In other words, we do believe, strongly recommend, indeed, for all
the reasons that you have given that that has to be in law. If I
gave the other impression, I apologize.

Mr. Form. Thank you.
Mr. Jeffords.
Mr. JEFFORDS. Thank you.
I want to again attack the basic concepts upon which we operate

here to get a better understanding. You made the statement, Dr.
Martin, that there is obligation of the family to support the stu-
dent and the need analyses are all based upon that presumption. It
seems to me that there is a greater abuse by those that are taking
advantage of the independent student concept and this is a chal-
lenge to that precept.
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On what basis is there a legal obligation of the parents to pay for
their child's education? And if there is one, then it would appear to
be a question of enforcing that legal obligation in some form, either
by tightening up or by actually bringing about a criminal or civil
action to enforce that obligation. First of all, do you believe there is
a legally enforceable obligation to educate your children once they
are no longer children?

Mr. MAMIN. Mr. Jeffords, let me begin by saying first of all I am
not an attorney, sobut let me comment on that. I think there is
some precedent in the courts in terms of decisions with separation
and divorce. That there is clearly a body of legal support that sug-
gests that in such judgments that often a judge will provide certain
kinds of responsibilities to those parents to continue to provide sup-
port for those children. In some cases that will include education.

But you made the comment in your opening remarks that since
the early 1970's or so we have made a change in this country in
terms of age of majority, primarily moving in most cases from the
age 21 to 18 for purposes of voting and for contracting and other
kinds of things. And at that time when that occurred it gave a lot
of concern to educators and others alike about what were the rami-
fications. I think it is safe to say that subsequently in a court of
law that many cases now are decided that there is kind of a point
up to about 18 or whatever, and it varies by decree and by judg-
ment in in dual cases that that responsibility stops. Kind of an
assumption ,..dat there is a point of emancipation.

So I don't believe that from the standpoint of the legal thing,
beyond that when we are talking about postsecondary education
that necessarily there is a legal basis per se. I think what it has
been founded upon is, as many things in our society are, it is more
of a set of principles. It is more of a moral judgment and kind of a
set of standards, lf you will, that generally are accepted by the
norm that parents do have a responsibility of trying to rear and
educate their children, and education is certainly a very important
part of that. At the same time, I think we have to be mindful that
while we, have these expectations and we have generally tried to
deal with that through our definitions that there are also other in-
dividuals in society for a variety of reasons that do not have that
support system. They are alienated as you said. In some cases they
have been cast out of the home, there are cases of where children
are abused, and for a variety of other kinds of things. There are
cases where parents have their own problems whether it is drugs
or khol or whatever that may not be able to provide them the op-
portunity to take care of that child. And that child should not
suffer necessarily, in my opinion, in terms of education simply be-
cause of the unhealthy environment that they find themselves in.

For that reason, I think we feel that clearly we want to continue
with the fundamental tenets that parents do have the primary re-
sponsibility, but we also are concerned about a definition that will
certainly take care of those situations or exceptions that are appro-
priate. We share your concern about people that may abuse the
system. We don't believe there is a lot of those. In the second panel
today I have some data about that in terms of percentages that I
think will be helpful on that subject.
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Mr. JEFFORDS. Yes. I would point out that The College Board tes-
timony will show that in the age group 22 and under that the
number who qualify for Pell grants has doubled in the past 10
years, whereas the student population has gone up only 10 percent-,
It would be interesting to see why that has occurred. It would 13:.
difficult for me to understand why that has occurred unless there
is a greater utilization of the independent category by those who
previously did not believe they were independent or would not
qualify as independents without using the loopholes.

I agree with what you have said. what I hate to see is how we
take advantage of the all-American family who is willing to live up
to their obligations. But what about those who do not live up to the
normal expectations of society. We can do nothing to make them
live up to those obligations. We have no ri.forcement authority and
we just say, well, if you want to cheat, go ahead; here is the money.
That is a bad system, and I am hopeful that we can find some way,
through rewards or incentives, to allow a tax advantage to savings
or whatever, to help the all-American family out. It seems to me, it
is a bad system that does not enforce the obligations which are
being required of those that are willing to assume that obligation.

Mr. KEPPEL. Mr. Jeffords, let me just say, as you pointed out,
with the current three-part definition the period of time, the 6
weeks at home, $750 support, those are virtually elements that
most financial aid administrators would tell you that you cannot
really verify with uny accuracy at all. The third part of the crite-
ria, which is whether or not you have been claimed on your par-
ents income tax return as an exemption, yes, you can obtain a copy
of aa certified copy even if you want of the income tax return to
find out whether that has been done. A few familiesas you point
out, some people have gotten clever about thatmay decide that,
well, it is worth me to not claim Johnny or Susie on my income tax
return so that I, even with my increased tax liability I can go
ahead and maybe they will get more financial aid by making them
independent. That may be a weakness with the current definition.
I think we are concerned about that.

I think many of the proposals that are before this committee
with some of the alternate definitions would attempt to try and ad-
dress that. I happen to believe strongly that you will find, and I
think the data supports it, that most families are very, very honest
and diligent in filling out these forms and they do not lie on them.
There is penalty for that if they are discovered. I think there are a
few, and it is unfortunate that those few are the ones that I think
cause the problems for others. The data seems to suggest pretty
much that if you look at the age cohorts that the real reason that
we have seen a lot of the increase in the truly independent student,
and I think the_y truly are, is because of kind of the baby boom gen-
eration going through and getting older and the percentages of stu-
dents above 22 that are now enrolled.

You know some of the data from the Department of Education,
for an example, they talked about the tremendous increase in inde-
pendent students in the Pell Grant Program between 1973-74 up to
1976-77. It was based on the fact that we started the Pell Grant
Program with freshmen, the first-year students, and it took us 4
years to finally bring the whole cohort in, which finally made them
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older. By the very nature of that, those individuals, we are going to
have more older independent students.

If you loA at data, Mr. Jeffords, and I know that you recall that
we presented before this subcommittee when we were testifying on
the nontraditional students that of students that are under age 25
they comprise 3.15 percent less of total enrollments in 1982 than
they did in 1974. That means 6.3 million fewer students are in that
lower group. What this says is that there is a real aging going on
in our process of all undergraduate students. And I think some of
the other data that we have in our tables and all will prove that.

I share your concern, but
Mr. JEFFORDS. Of course, that also goes under the presumption

that at some age there is no family obligation to support. That is
why I think that we ought to make it clear. If the aging population
does not necessarily mean that the parents of all of those aging
children have become destitute in the meantime, they might have
if they paid for some of the education themselves. I think that we
should establish definitely what the guidelines are and really make
it clear that at a certain age level there is no further expectation
and that below that age there is not only an expectation but hope-
fully a legal obligation such that we can really have an equitable
situation which everybody can live under and live by.

Mr. MARTIN. I think that is both what the coalition and we are
proposing.

Mr. JEFFORDS. Thank you.
Mr. FORD. We need the same clerks that the Supreme Court use

that decided the trimester system for when an abortion was and
was not permissible because they knew what they wanted to do.
And we know what we want to do but we can't find a legal prece-
dent or a scientific precedent for doing it, so we have to do some-
thing that they didn't. We have to become arbitrary. And if we
adopt an age of 22 or 23 or 21 or 18, we will do it for arbitrary
reasons, just as we reduced the age to 18 after 600 years of an arbi-
trary age of 21 that had to do with buying armor for grown up rich
kids in the old days.

I suspect that the point at which a family's support dries up has
more to do with economic circumstances of that family. Is this the
oldest of 10 children? Or as contrasted with the youngest of 10 chil-
dren? Are the parents at a stage where they are still raising other
children and have current expenses, or are they older, well-estab-
lished and have independent incomes? That probably has more to
do with how much actual help there is, and what we haven't been
able to do in the past is get down to giving the financial aid admin-
istrators the authority to actually look at a person and ask intelli-
gent questions and make a judgment as to whether they indeed
had family support.

A former Secretary of HEW sat where you are sitting, Mr.
Keppel, talking about this same issue before reauthorization the
last time, and then said that he was willing to pay for his children
to go to school anyplace they wanted to, as long as it was Holy
Cross. That stuck with me because, you know, by my definition
that is an independent student. What about the kid who wants to
study musit and his father wants him to be an architect or an engi-
neer? What about the kid who wants to study music and his father
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wants him to be a lawyer because he is a lawyer and his grandfa-
ther was a lawyer? I went to law school with one of those. The
most unhappiest student in my class. If they don't follow the patri-
arch's wish, they are on their own, and we lose that talent as a
country.

Now we don't have so far as I know any place in the common
law, and by statutory law either, in any of the States any general
requirement for support of any kind for a child after they reach
adult status except for those special laws that have been passed for
people who become wards of the State in some way. If they end up
in a State institution, the State can assess costs against even sib-
lings as well as parents. But that is a very special sort of circum-
stance for a very special purpose, to get money for the State, and it
has been upheld.

A few months ago there was a decision someplace out West in-
volving a young woman whose father had been paying for her edu-
cation and support until her 18th birthday and cut it off at that
point, saying now you are grown up. She sued him on the ground
that he knew she was going to college, and he knew that she in-
tended to go to college, and he was still her father even though di-
vorced from her mother, and that he had an obligation. And the
court said no, we can find no place in the law an obligation of a
parent to pay for higher education. Higher education Las never
been determined by the courts to be a necessity. You can make a
parent responsible for providing necessities, but while we think
the people in this roomthat higher education is a necessity, the
law has never reached that stage.

There is no State, for example, that any longerCalifornia was
the last that didthat gives its citizens the absolute right to free
public education beyond the 12th grade. California went through
the 14th grade until 1967. A new administration out there taught
them what tuition was. They were the last one. So not even that
so-called progressive State does it.

We can't really get any help from the outside. From the begin-
ning we have made I think what Dallas has described accurately, a
kind of an assumption that in our version of what the world ought
to be likenot what it iswhat it ought to be like that there is a
reasonable expectation that families will be supportive of members
of the family trying to go to school. It is a very imperfect system,
but in the absence of anything better it hasn't worked all that
badly.

And I think we could go crazy trying to write regulations that
would in any way anticipate finite measurement of what a family
contribution really ought to be. That is why we have an arbitrary
tax in the Pell grant formula. That never has made any sense to
anybody. Why do you have this level of tax and that level of tax?
And you are talking about people, and you are talking about a tax
rate that exceeds the Federal income tax rate for the kind of
people that are in that wage category. But it was an arbitrary way
to ration out the money amongst a presumed needy group of
people, and we will probably have to end up with something just
about as imperfect as it has been in the past.
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I have pondered this over and over, Jim, and I just don't know
how to refine these things without getting ourselves in all kinds of
trouble.

Mr. Coleman.
Mr. COLEMAN. Mr. Chairman, I was not here to hear the testimo-

ny, but I have it and I will review it. I thank the witnesses for
being here.

Mr. Form. Mr. Coleman has raised questions, and other members
of the committee, about the independent student from the very be-
ginning. And I am happy that your organization, Dallas, and ACE
and others have come up with so much very specific in the way of
recommendations for us to consider. The committee does have
before it some rather specific recommendations that, as Mr. Keppel
said, can fairly be characterized as tightening up the whole process.

I would leave yol4 with one other thing, however, and we can't
lose sight of it. In 1J81, the administration was convinced that the
student aid programs were rife with fraud and abuse, and one of
them was that indr-pendent students were declaring themselves in-
dependent and rii g off the system. The Department spent 50
man-years of wort :11 a project to find fraud and abuse in 1 year.
And at the end of that year, Paul Simon called a hearing. We
asked him to play out for us, if you will, the first 50,000 or 60,000
cases of fraud you found? And they laid out about 23 from all of
the programs and most of the 23 were a group of Nigerian students
illegally receiving I think Pell grants at a Rhode Island college. I
don't know how they sneaked into Rhode Island in the first place.
But there was not a single case that they documented of a fraudu-
lent use of dependency for the purpose of enhancing the size of
your grant or award. And that is a detailed, specific, determined
effort made by people who started on the mission knowing that
they were going to find it. And that kaves me to believe that we
are still today being unduly influenced by people's hunches that
this is going on in a wholesale fashion.

We made a lot of noise and I trust that the student aid forms do
carry the warning that we changed the statute a few years ago and
said, if you get more than 200 bucks by lying on your application,
that is a felony. That is pretty serious. Now we asked the Secretary
when he was in, when he made the statement that there was a lot
of fraud and abuse: how many cases have you sent to the Justice
Department for prosecution, you or your predecessors? He, unfortu-
nately, got confused and said 15,000 were sent up 2 weeks ago.
What had been sent up 2 weeks ago was 15,000 student loans in
default that were sent over there so they would write a collection
letter. We got that straightened out we think, except that he did
not change his mind. That even though they hadn't sent anybody
to the Justice Department there were a lot of them out there. Now
I believe since he was here in March there have been about three
or four referred to the Justice Department, and maybe what we did
was trigger a crackdown.

But in any event, those cases clearly will get some publicity.
That clearly will make it clear to families and students that you
are taking a chance on your entire future or whether you are going
to have a future by fiddling around with this. This is a Govern-
ment crime that you are about to commit. They don't, as a general

51-473 0 - 86 - 11
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rule, cheat on their income tax because Al Capone got in trouble;
and if Al Capone could come a cropper, everybody knows that the
rest of us are weak and frail by comparison. Now we have to have
an Al Capone I suppose who gets away with everything else, not
get away with fraud of the student loan, and then we will have the
same kind of compliance.

Thank you very much for your help to the committee.
Mr. FORD. The second panel is Britta Anderson, director of feder-

al affairs, research and planning, Vermont Student Assistance
Corp.; Dr. Dallas Martin will stay at the table, I take it; and Mr.
Lawrence Gladieux, executive director of the Washington office,
The College Board; Thomas Breyer, manager, special student aid
projects, Illinois State Scholarship Commission.

Mr. JEFFORDS. Mr. Chairman?
Mr. FORD. Yes, Mr. Jeffords?
Mr. JEFFORDS. I wonder if it would be possible if Mr. Otto Reyer,

the financial aid director of the University of California, could also
come up to this panel?

Mr. FORD. Certainly.
Where is Otto? He was supposed to have been on the list, as I

understand it, Jim, and he slipped through the cracks.
Mr. JEFFORDS. As long as he is here, Mr. Chairman, that is all

that matters. I appreciate very much your coming.
Mr. FORD. Without objection, the prepared statements submitted

by the witnesses will be inserted in full in the record.
And you may start first, Britta Anderson.

STATEMENT OF BRITIA ANDERSON, DIRECTOR, FEDERAL AF-
FAIRS, RESEARCH AND PLANNING, VERMONT STUDENT ASSIST-
ANCE CORP.
MS. ANDERSON. Mr. Chairman and members of the subcommit-

tee, I am Britta Anderson. I am director of Federal affairs at the
Vermont Student Assistance Corp. It is a great pleasure to appear
before you today to discuss the issue of the definition of self-sup-
porting student status for Federal student aid purposes.

As Mr. Jeffords indicated earlier and as members of the prior
panel have also indicated, we ay.: dealing in a sense with an issue
that amounts to a Gordian knot. And much as we would like to be
able to present a clear-cut solution to this problem, I am afraid I
cannot promise any such great juggling on our part.

We are all aware that the number of students who do claim to be
self-supporting has increased rapidly over the past decade. In fact,
today it is estimated that approximately one-half of Pell grant ap-
plicants claim that they are no longer dependent on their parents.
Taken into context, this figure is certainly startling in its implica-
tion. As we have discussed earlier today, or we have heard I should
say, the basic premise that has been guiding student financial as-
sistance programs is that the family has the primary responsibility
for paying for the cost of a postsecondary education. Thus, the fact
that so many students are, in effect, separating themselves from
their families poses a substantial dilemma for policymakers who
wish to assure access, but who also wish to make sure that Federal

323



319

funds are targeted to students who have the greatest financial
need.

As mentioned earlie r, the Federal definition that is currently in
use posits that if a student has been away from the parental fold
for roughly 1 year and has not been receiving any substantial mon-
etary support from that family and hasn't been claimed for Federal
income tax purposes, then that student is independent. These crite-
ria, to bring things into perspective, have come under repeated
attack by the administration, concerned student aid officials, Mem-
bers of Congress, and others who feel that the 1-year retrospection
is insufficient to determine true financial independence.

The argument has been made that it is too easy for students to
deliberately sever themselves from their families to meet the defi-
nitions. Numerous suggestions to alleviate the problem have sur-
faced over the years ranging from mandating dependence for all
students under age 22, as we heard earlier, to requiring students to
factually demonstrate financial self-sufficiency. I am here today to
outline the criteria established in Vermont for self-supporting
status and to discuns briefly the projected savings that would ensue
in the Pell Grant l-rogram should Vermont's definition be adopted
on a nationwide basis.

By way of introduction to our criteria, let me briefly outline that
the State of Vermont has adopted as a basic approach to funding
higher education an emphasis on direct student aid, rather than in-
stitutional appropriations. This approach was fostered by the fact
that in a State with scarce resources the emphasis should be on
funding truly needy students rather than rich and poor alike as is
the case when funds are appropriated directly to public institutions
for tuition subsidies. As a result of this basic approach, we have
one of the largest per capita grant programs in the country, second
only to New York State. The size of the State's comniit7nent cou-
pled with traditional New England frugality has led to the adop-
tion of a self-supporting student definition more restrictive than
the Federal one.

Very simply put, Vermont has adopted a 2-year retrospective ex-
amination, rather than the 1-year current Federal look back. Basi-
cally, we examine the same variables as the Federal programs do.
In Vermont, the so-called tri-form model has as its basic component
that a student must not be claimed by parents. for income tax pur-
poses for 2 years prior to year of application as well as the year of
application, and must not have received more than $750 from their
parents during the same time period. In addition, the student must
not have lived with the parents for more than 6 weeks during each
of those years and the year of application.

This approach has worked extremely well in Vermont. To digress
a little bit, let me just mention that by the time students start to
look into postsecondary education they are generally at the junior
year in high school when they start firming up their plans. So, if
you have a situation where you need a 2-year look-back, the infor-
mation for those who purposely want to skirt the responsibility of
providing for their children usually doesn't really start to surface
until the senior year. I think that is a great part of the reason why
the program or the definition has worked so well in Vermont.

32 4



320

The statistics of this approach working well in Vermont seem to
bear out what I have just outlined. Currently, only 18 percent of
our grant recipients are deemed independent, and this is a percent-
age which has remained stable over the last 3 or 4 years. I should
add that we do ask for some substantial documentation to establish
that a student is indeed self-supporting. Parents of students who
apply as self-supporting are asked to fill out an affidavit of nonsup-
port which is subject to verification via their income tax returns.

In addition, we perform extensive personal counseling, have ex-
tensive personal contact with the students who apply and who
claim that they are indeed independeni,.

Basically, our analyses allow t.let of the 2,200 Vermont students
who in 1984-85 qualified for vupporting student status under
the Federal definition roughlg. 2:2r.% or 10 percent, would have been
considered dependent under VSAC's criteria. In fact, they were
considered so. In terms of the dollar savings obtained in the Pell
Grant Program were the Vermont definition adopted, we estimate
that these 221 students would lose eligibility due to high parental
contributions for approximately $310,000, or 5 percent, of Pell
grants to Vermonters.

The national impact based on the Vermont data and a 1985-86
Pell grant appropriation of $3.5 million would amount to estimated
savings in the program of approxirnataly $175 million. Needless to
say, our definition and documentation requirements go a long way
toward explaining the potential savings outlined above. We feel
that our policy, far from being punitive, establishes a fair indicator
on which to base the determination as truly financially self-sup.
porting.

Other proposals to tighten the definition might probably achievE
equivalent savings. However, Vermont's definition is demonstrably
workable. It has been in use for over 10 years. It is predicated on
the students demonstrating that they are able to support them .
selves, and it leaves room for professional judgment of individual
situations and cases where exceptional hardship exists. This flexi .
bility is extremely important in programs where both personal and
fiscal concerns must be taken into account. Overall, as I men .
tioned, this approach has worked well in Vermont and was recent
ly incorporated in the reauthorization recommendations submitted
to Congress by the Vermont Higher Education Council at the hear .
ings in Vermont earlier this year.

It has been a pleasure .to have the opportunity to appear beforE
you to discuss this very important issue, and I will be pleased tc
answer any questions you may have.

Mr. FORD. Thank you.
[Prepared statement of Britta J. Anderson follows:]
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PREPARED STATEMENT OF BRITTA J. ANDERSON, DIRECTOR, FEDERAL AFFAIRS,
RESEARCH AND PLANNING VERMONT STUDENT ASSISTANCE CORPORATION

Mr. Chairman and members of the Subcommittee, I am Britta Anderson,

Director of Federal Affairs, Vermont Student Assistanct Corporation. It is a

great pleasure to appear before you today to discuss the issue of the defini-

tion of self-supporting student status for federal student aid purposes.

The criteria for determining financial independence have been a source of

troublesome concern for legislators and administrators as the number of

students who claim to be self-supporting has increased rapidly over the past

decade. Today, it is estimated that no less than one-half of Pell Grant

applicants claim they are financially severed from their parents, a figure

that certainly is startling in its implications. The basic premise guiding

student financial assistance programs is that the family has the primary

responsibility for paying for the cost, cif a postseconddry education. Thus the

fact that so many students are, in a sense, separating themselves from their

families poses a substantial dilemma for policymakers who wish to assure

access, but who also wish to make sure that federal funds are targeted to

students with true financial need.

The current federal definition posits that if a student has been away

from the parental fold for the greater part of .ane year prior to the year of

application and has not been receiving any substantial monetary support from

the family, then that student is deemed independent. These criteria have come

under repeated attack by the Administration and concerned student aid offi-

ciall who feel that a one year retrospection is insufficient to determine true

-'.1ancia1 indepandence. The argument has been made that it is too easy for

,',Ildents to deliberately separate themselves from their families to-meet the

tefIhition.
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Numerous suggestions to alleviate the problem have surfaced over the

years ranging from mandating dependence for all students under age 22 to

requiring students to factually demonstrate financial self-sufficiency.

I am here today to outline the criteria established in Vermont for

self-supporting status and to discuss briefly the projected savings that would

ensue in the Pell Grant program should Vermont's definition be adopted on'a

nationwide basis.

By way of introduction to our criteria let me briefly outline that the

State of Vermont has adopted, as a basic approach to funding higher education,

an emphasis on direct student aid rather than institutional appropriations.

This approach was fostered by the fact that in a state with scarce resources

the emphasis should be on funding truly needy students rather than the rich

and poor alike, as is the case when funds are appropriated directly to public

institutions for tuition subsidies.

As a result of this basic approach we have one of the largest per-capita

grant programs in the country, second only to New York. The size of the

state's commitment coupled with traditional New England frugality has led to

the adoption of a self-supporting student definition more restrictive than the

federal one.

V2ry simply put, Vermont has adopted a two-year retrospective examina-

tion, rather than the one-year look-back, with basically the same variables

being scrutinized as those embodied in the federal definition. In Vermont

this so-called triform model has as its basic components that a student

. must not have been claimed by parents for income tax purposes for

two years prior to year of application as well as the year of

application;

-2-
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must not have received more than $750 from parents for the same time

period; and

must not have lived with the parents for more than 6 weeks during

each of those two years and the year of application.

This approach has worked extremely well in Vermont. Currently only 18%

of our grant recipients are deemed independent, a percentage which has re-

mained relatively stable over the past years.

DEPENDENCY STATUS OF VSAC GRANT RECIPIENTS

FULL-TIME STUDENTS

FY 1982 - FY 1984

Fiscal
Year

Dependents Self-Supporting All Awards

Count Percent Count Percent Count Percent

1982 6,234 82.9% 1,283 17.1% 7,517 100.0%

1983 6,327 82.8% 1,314 17.2% 7,641 100.0%

1984 6,544 82.6% 1,375 17.4% 7,919 100.0%

Source: VSAC Grant Files

I should add, at this point, that the documentation necessary to estab-

lish self-supporting status is quite exhaustive (Exhibits 1 & 2). Parents of

students who apply as self-supporting are required to complete a notarized

affidavit of non-support which is subject to verification via examination of

income tax returns. In addition our counselors have extensive personal

follow-up contact with both parents and students.

Our analysis shows that of the 2,206 Vermont students who in 1984-85

qualified for self-supporting status under the Federal definition, 221 (10%)

were considered dependent under VSAC's criteria. In terms of dollar savings

obtained in the Pell Grant Program were the Vermont definition adopted, we

- 3 -
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estimate that these 221 students would lose eligibility for-$309,379 or 4.9%

of Pell Grants to Vermonters. The national impact, based on the Vermont data

and an 85-86 Pell Grant approprialon of $3.575 billion, would amount to

estimated savings in the program of $175.2 million.

Heedless to say, our definition and documentation requirements go a long

way towards explaining the potential savings outlined above. We feel that our

policy, far from being punitive, establishes a fair indicator on which to base

the determination that a student is truly financially self-supporting.

Other proposals to tighten the definition Of self-supporting student

status might probably achieve equivalent savings. However, Vermont's defini-

tion is demonstrably workable.- it has been in use for over 10 years. It is

predicated ,n the students demonstrating that they are able to support them-

selves. And it leaves room for professional judgment of individual situations

in cases where exceptional hardship exists. This flexibility is extremely

important ln programs where both personal and fiscal concerns must be taken

into account.

Overall, this tlmvoach has worked well in Vermont and was recently

incorporated in Reauthorization recommendations submitted to Congress by the

Vermont Higher Education Council at the hearings in Vermont earlier this year.

It has been a pleasure to have the opportunity to appear before you to

discuss this important issue. 1'11 be pleased to answer any questions you may

have.
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ExHISIT I

IISAC PARENTS STATEMENT OF FINANCIAL SUPPORT

To be completed by the parents of:

Applicant ----57771-5ecur1ty Number

*Please note: If you are a ward of the State of Vermont, you P.T"i. tequired to have this
form completed. Return it to V5AC with a brief note expley,-, ),L1 are a ward of the state.

SECTION A: STATEMENT OF PARENTAL SUPPORT (Check an answer to eacu ,:stion for all three
years; 1983, 1984, and

1983 1984 1985
I. Did or will the parents claim the

applicant as a U.S. tax exemption
for: Yes No Yes No Yes No

2. Did or will the applicant receive
more than $750 from parents during: Yes No Yes No Yes No

3. Did or will the apolicant live with
the parents during: Yes No Yes No Yes No

If you answer "yes" to 3, specify dates during which applicant lived with you:

If to, did the applicant pay for room and board? . If so, indicate monthly amount:

. 00 you rent on a regular basis the apartment/room where the

applicant lives/lived?

If yoU answered "yes" to any questions in Section A. please complete Sections 8, C, and D and
return this worksheet along with a copy of your 1984 Federal Income Tax Return to our office.

SECTION 8: PARENTS'S wcamE AND GENERAL INFORMATIOU

I. Attach a copy of your 1984 Federal Income Tax Return to this worksheet.

2. Write in the amount of 1984 income eavd from wor,- by mother. $

by father. $

3. List total non-taxable income received in 1984 (welfare, child
support, unemployment compensation, spell security, etc..) $

4. List total medical/dental expenses not cove'ed br insurancy paid in 1984. 5

S. Enter amount of child support paid in 1984.

6. Estimate total amoic,t of :Jcome to be r.ceived in 1985; Taxable $

Non-taxable

7. Age of older parent.

8. Enter total num,:or of people fa- whap parents will provide more than half
support between July t, 1985 anu June 304 1986. (Include here parents.
children, and other dependents. Do nOt include applicant here.)

9. Of the children living with You, how many will attend college at least
half-time during the 1985-86 school year? (Please do not include the
applicant here.)

(aver)
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SECTION C: PARENTS ASSETS

I. Current savings, checking account, cash on hand.

2. Present resale value of parenci' home.

MINUS current unpaid mortgage. (-) S

3. Present resale value of farm or business.

MINUS outstanding debts of farm or business. (-)

4. Present resale value of other real estate
(excluding home, farm. business).

MINUS outstanding debts of other real estate. (-)

5. Total present value of investments; including stocks,
bonds, certificates of deposit, and other securities. $

MINUS outstanding debts of investments. (-) S

SECTION 0:

The undersigned certify that the information contained on this form, or any other submission
in connection with this application for a Vermont Grant, is correct and complete to the best
of their knowledge. We understand that the information submitted will be held in strict
confidence. We hereby eothorize Vermont Student Assistance Corporation (VSAC) to obtain
from the appropriate aui:norities copies of our U.S. or Verm3nt State Tax Returns, or any
information contained in such returns that they may deem necessary. We also authorize VSAC
and the colleges, universities, or any other institute of study to which the applicant has
sought admission or is enrolled or any other organization from which the applicant has sou_
financial aid, to exchange and share any information that we have provided in our financial
aid application(s), need analysis, tax forms, or any financial aid (Grants, Scholarships,
Loans, work, Stipends, etc.) awarded to the applicant. Also, we agree to pmxnptly refund
and repay to Vermont Student Assistance Corooration all, or a portion, of any funds awarded
the applicant which the Corporation determines was bawl upon incOrrect information supplied
on this application.

Signature of Father Signature of Mother

1-071Tecurity dumber Date Social Security Number Uate

Home Phone Number work Phone Number

Parents' Address: 717:

Subscribed Lefore me on this

City State 2ip Code

day of 19

Notary Public County of

My commission expires on State of
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EXHIBIT 2

VERMONT
STUDENT ASSISTANCE CORPORATION

CHM.PLAINAMU.P0 IOU=
NWKXMXLVIRMONTMM

MUM-%122

KIAMOCNOWOORS

Moo*. Won

Ho..010
Poonot
R.C..0 W.

0,...MCCumn
Itsc..0
JM4IM PCuOCa

We have received your Family Financial Statement which indicates that you
are applying as a self-supporting student. In order for us to determine
whether or not you meet our self-supporting student criteria, it will be
necessary for your parentS to complete the enclosed Parent's Statement of
Financial Support. Also, it will be necessary for you to send us a copy
of your completed 1983 Federal 1040 or 1040A Income Tax Return. If you
were in college in 1983 and received wages through the College Work-Study
Program, please indicate below what part of your total income was earned
through the Work-Study Program.* Please return thiS form to VSAC with
your tax return and the completed Parents Statement of Financial Support.

Since we cannot review your application without the above information, please
send it to our office within 21 days. If we do not receive it within that
time, your Incentive Grant application will be withdrawn.

Please feel free to call if you have any questions or if we can be of
any further assistance. Our toll-free number within Vermont is 1-800-
642-3177. In the Burlington area the number is 655-9602.

Sincerely,

Incentive Grant Specialist
Incentive Grant Program

*Applicant's 1983 Work-Study earnings

Spouse's 1983 Work-Study earnings

Enclosure
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Mr. FORD. Mr. Gladieux.

STATEMENT OF LAWRENCE GLAMEUX, EXECUTIVE DIRECTOR
OF THE WASHINGTON OFFICE, THE COLLEGE BOARD

Mr. GLADIEUX. Thank you, Mr. Chairman. My name is Larry
Gladieux, executive director of the Washington Office of the Col-
lege Board.

The independent student definition, Mr. Chairman, in my view is
the linchpin of the entire system of need-based student financial
aid. I believe there is a compelling case for change. I think it is
overdue. My testimony presents a suggested formilla along age
lines for your consideration. No definition, Mr. Chairman, as you
point out, is going to be perfect, but Congress I think can do much
better than the one that is in place at the present time.

Mr. Chairman, in the 1980's, as my testimony points out, shifting
patterns of college attendance as well as widespread change in
household and family structures have complicated the traditional
assumptions of the student aid system that date back to the 1950's,
and they have, perhaps, blurred the lines of parental obligation in
college finance. But I do not believe that these contemporary shifts
I have noted on page 2 of my testimony invalidate the central oper-
ating principle of need-based student aid. The question I think re-
mains, and it has been stated in several ways by Mr. Jeffords, Mr.
Keppel, and others already this morning: At what point or under
what circumstances should parents be viewed as having no further
responsibility for their offspring's education. I believe public policy
on this point needs to be very carefully crafted, especially in an era
of tight budgets, when it is so important to maximize the use of
every student aid dollar and when we need to get support to those
who need it most.

When students whose parents could reasonably be expected to
help pay college costs are able to declare themselves self-supporting
for financial aid purposes, public subsidies, in effect, replace paren-
tal support and less money is available for legitimately needy de-
pendent and independent students. Now, I don't believe you have
to accept allegations of gross abuse. I don't think you have to be-
lieve that everybody is ripping off the system to conclude that the
prevailing test of independent status does not serve well. On
face the definition is flawed. At best it is awkward for many stu-
dents and families trying to understand and cope with the rules. At
worst it invites circumvention on the part of those perhaps relative
few who may be inclined to take advantage of the system.

Now, Mr. Martin has already pointed out that two parts of the
current three-part definition are difficult to verify. And they are
difficult often to answer in the first place on the part of students
and their families. Family records of such things as support during
the year from the parents and residence not exceeding 6 weeks are
likely to be spotty and memory may not serve. In-kind support is
especially elusive and easily overlooked. A student before this com-
mittee a couple of weeks ago in a hearing testified that many stu-
dents believe they can lie with limited consequence on such ques-
tions.
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Mr. Martin has also spoken to the income tax criterion as the
third part of the definition, and families that wish to can arrange
their affairs to give up the tax exemption and perhaps allow the
student to qualify more for student aid. It is not in my testimony,
Mr. Chairman, but I was struck by results of a survey of independ-
ent students presented earlier this week at the NASFAA conven-
tion that was held here in town. It was based on a sample of 2,000
independent students drawn from CSS and ACT applicant files,
and it said that 10 percent of that sample of independent students
said that they indicated in the survey that they had decided along
with their parents not to be claimed on the parents' tax return so
the student could get student aid without reference to the parents'
finances. Now, that was a confidential survey, and 10 percent of
the independent students avowed that they had done that.

Now, I don't think we need to make a moral iudgment about that
kind of behavior by individuals. It is kind of like tax shelters, per-
haps. It is all perfectly legal, it is just the policy in my view is
flawed.

The quality control study has been mentioned already by the De-
partment of Education. I and many others have objected to some of
the methodology and the allegations about fraud and abuse grow-
ing out of that study. But I think it is significant that that study
concluded that the largest single source of student error is due to
students whose reported dependency status was not the same as
their verified dependency status.

I don't think there is any available national data, Mr. Chairman,
that is going to ascertain for us finally what degree the programs
are being abused because of the self-supporting criteria. But I think
the available data do raise questions. On page 6 of nfy testimony I
present data on the Pell Grant Program eligible applicants, and as
Mr. Jeffords noted and it has widely been reported, the percentage
of Pell grant eligible applicants who are independent under the
current criteria has exceeded 50 percent. It did last year. That is
up from 36 percent 6 or 7 years ago.

Now, what is significant is not that general increase, but the age
distribution. And as Mr. Jeffords mentioned, the age group 22 and
under has doubled during that period, while dependent student ap-
plicants under the program have only increased like 25 percent.
The biggest jump is in the over 30 age category. The increased par-
ticipation there I suspect is from displaced workers, women who
are trying to start a new life and want to come back into educa-
tion, other adults looking for help in career redirection and retrain-
ing. But what may be fueling that growth in the younger age
groups, as a matter of speculationI don't think you can draw
firm conclusions, but I think that it all suggests that part of the
problem is otherwise dependent students in that younger age
bracket and perhaps their families arranging their affairs and
taking advantage of the rules to qualify for more aid.

But I think, you know, the most compelling argument for change
is maybe reflected in the first statement that was just made on this
panel. The growing number of States and institution3 that are
simply not going to wait, have decided not to wait for the Federal
policy to change and they have adopted stricter criteria of inde-
pendence. On page 8 of my testimony I summarize the policies re-
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garding dependency status of the 10 States with the largest under-
graduate need-based grant programs in the country. Seven out of
10 of those States have adopted criteria that are different from the
Federal. Several like California and Vermont have built off the
Federal defmition, extending it back a couple of years perhaps for
consistency and not wanting to depart too far in terms of procedure
in data collection from the Federal. Other States have adopted age
criteria. Still others have adopted self-sufficiency tests where the
students are asked to document how they, in fact, had the fmancial
resources to live on their own during the past year.

I think it is interesting to note in the latest survey of the Nation-
al Association of State Scholarship and Grant Programs that they
attribute these tighterthey note the pattern in the grant pro-
grams where less money is going to independent students and in
the Federal programs. And they suspect that this is a result of the
tighter criteria that have been adopted by the various States.

Finally, Mr. Chairman, I think the professional opinion of
campus aid administrators overwhelmingly supports a change in
Federal policy. A joint survey by NASFAA and the College Schol-
arship Service last year indicated that 6 in 10 aid administrators
do not believe the Federal definition is appropriate.

You have had a lot of recommendations, Mr. Chairman, for
change in the definition and most tend to be along the lines of age.
I agree with that. I think an age-based definition is more easily un-
derstood, straightforward, and it is verifiable. With proper excep-
tions I think it can be fair.

However, I do have reservations about the formula that has been
proposed by the American Council on Education [ACE], the Nation-
al Coalition for Student Aid and other groups. That proposal says
that parental financial data shall not be required to determine the
expected family contribution if the applicant is 22 years of age or
older on July of the award year. Using age 22 as a kind of fulcrum
in determining dependency status I think makes sense, and several
States have decided to go that way. But I worry about the blanket
emancipation of students over age 22. Many 22- to 25-year-olds can
and do rely on parental support as they continue in school finish-
ing their undergraduate degrees or going on to graduate studies. I
am not persuaded that public policy should be to shift the cost
burden from families who can pay in cases where the student is
not yet established or self-supporting pattern. Two things I think
the committee ought to keep in mind here. One is that many
States and institutions, public and private institutions, are not
likely to go along with that kind of blanket emancipation over age
22, so they might create a new inconsistency between Federal and
non-Federal practice there.

Also, in terms of cost savings, if the subcommittee has in mind
achieving some Federal cost savings as a result of a revised defini-
tion, the savings achieved by tightening below age 22 are likely to
be at least offset by the added costs from expanded eligibility by
opening up over age 22. And page 11, we present some data that we
have culled from College Scholarship Service [CSS] files that shows
that under this proposed definition, we estimated the magnitude of
shifts between dependent and independent status, and a substan-
tial number of students, 100,000, under age 22 and single without
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children who now qualify as indenclent would be shifted to de-
pendent. So that would tighten up. But over age 22 a considerably
larger number of students, 300,009 roughly, would switch in the
other direction. These are CSS filer.; aged 22 and over who are de-
pendent under current rules but wont(' hecome independent under
a definition that automatically emancipates students when they
reach age 22.

The last page of my testimony, I present for discussion, for your
consideration a suggested alternate formula that follows three age
brackets. Under age 22 would be automatically dependent with the
exceptions listed in the testimonyorphan, ward of the court, vet-
eran, student has own dependents, or documentation by the finan-
cial aid officer in unusual circumstances, relytag on the profession-
al judgment in, say, cases where there is clearly alienation from
the family or estrangement and the student simply cannotthe pa-
rental support is simply not there. Age 22 to 25 I suggest a rule
that includes the tax, the current tax dependency rulethe stu-
dent cannot be claimed as a tax dependent by parents or anyone
elseplus proof of self-sufficiency. Like some States and institu-
tions that ask, OK, they ask the student how did you support your-
self last year if you say you were independent. There again you
would have exceptions: veteran, student has own dependents, or
documentation again by the aid offker. Over age 25, automatically
independent. And I fully concede that that is arbitrary, but a
number of institutions has selected ov12i. age 25 as the point where
they simply won't ask for parental dam, pr attempt to consider the
student dependent.

I think such an approach would be simpler for great numbers of
students on the two ends of the age spectrum. I think symbolically
it would reinforce the traditional assumption that parents have re-
sponsibility through the years that normally span undergraduate
education. And it may not be the right formula, Mr. Chairman, but
I think it is time for a change, and I think there is a lot of consen-
sus in the education community on the need for change in the gen-
eral direction that it should take. I don't think we need to make
huge judgments about the moral judgments, and I don't think we
should wait for a definitive study on the extent of abuse. I think we
need a definition with more face validity, and I think the reauthor-
ization is an opportunity to bring it about.

We would like to help in any way we can to devise, help the sub-
committee devise a simpler and fairer verifiable set of criteria. I
hope this testimony helps, and I would be glad to answer questions.

[Prepared statement of Lawrence Gladieux follows:]
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PREPARED STATEMENT OF LAWRENCE E. GLADIEUX, EXECUTIVE DIRECTOR,
WASHINGTON OFFICE OF THE COI LEGE BOARD

Mr. Chairman and Members of the Subcommittee, I am Larry Gladieux,

Executive Director of the Washington Office of the College Board. I thank you

for the opportunity to testify on a central issue in the operation of programs

under Title IV of the Nigher Education Act: how to distinguish between

students who are financially dependent on their parents and those who are

self-supporting.

My organization, an association of 2,500 schools and colleges, has been

engaged in the movement during the past quarter century to eliminate financial

barriers to higher education through aid to students. Creation of the College

Scholarship Service (CSS) as Part of the College Board in 1954 formalized the

principle and practice in the'education community of awarding aid according to

the financial need of students and their families. The.Coliege Board

Washington Office conducts policy studies on student finance, including a 1983

report examining the effects of alternative definitions of self-supporting

status.
I

My testimony will draw on the findings of that study as well as

more recent CSS and other data.

A year and a half ago, at a similar nearing before this subcommittee. I

urged an aged-based revision of the federal criteria for determining

independence. I continue to believe that such a change is needed, in fact

overdue. No definition will be perfect, but Congress can do better than the

one now in place. The decision made on this issue will perhaps be as

important as any that Congress makes during the upcoming reauthorization,

because the policy regarding dependency status has so much to do with how the

burden of college costs is shared among students, parents, and taxpayers.

1Alan P. Wagner and Nancy Carlson, Financial Aid for Self-Supporting
Students: Defining Independence, Washington Office of the College Board, 1983.
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The Assumption of Parental Responsibility

The bedrock of the student aid system since the 1950s has been the

assumption that parents have the primary obligation to pay for their

children's higher education, with aid awarded to the student only after the

parents have contributed to the extent of their financial ability. The

corollary assumption is that the needs of students who are truly independent

of their families should be judged without reference to parental resources.

Applying these assumptions in the 1980s is clouded by shifting patterns of

college attendance as well as widespread change in household and family

structures.

The traditional, full-time student of college age is becoming less typical

of the postsecondary population. Many young people are stretching out

their education, enrolling part-time, or alternating periods of work and

education. More adults are returning to higher education for a second

chance or retraining and mid-career change. No one argues that the

parental obligation lasts indefinitely; where to draw the line is the

question.

Also blurring the lines of parental obligation has been the increasing

rate of divorce, remarriage, and broken as well as blended families. In

many cases the resulting financial and emotional distance between children

and one or more of their natural parents may weaken the traditional sense

of responsibility on the part of the older generation to help finance the

educational costs of the younger generation. Family ties seem to have

become more tenuous, estrangement and earlier emancipation of young people

perhaps more common.

Whatever the extent of such contemporary shifts my own view is that we

peed to do_all that is possible to reinforce the traditional parental role in

college finance. The trends noted above complicate but do not invalidate the

-2-
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central operating principle of need-based student aid. The question remains:

At what Wilt or under what circumstances should Parents be viewed as having

no further responsibility for their offspring's education?

Public policy on this point needs to be carefully calibrated, especially

in an era of tight budgets when it is so important to maximize the use of

every student aid dollar and channel available support to those who need it

most. Trade-offs are more sharply drawn when there is less money to go

around. Wben students whose parents could reasonably be expected to help pay

college costs are able to declare themselves self-supporting for financial aid

pummel._ Public subsidies in effect replact_parental support and less money

is available for legitimately needy. dependent AND Independent students.

Flaws in the Federal Definition

One does not have to accept allegations of rampant abuse to conclude that

the prevailing test of independent status does not serve well.

On its face the definition is flawed. At best it is awkward for many

students and families trying to understand and.cope with the rules; at worst,

it invites circumvention on the part of those inclined to take advantage of

the system.

The federal definition, which looks much the same today as when it evolved

over a decade ago, has three parts: (1) a residence rule (may not have lived

with parent or guardian for more than six weeks per year); (2) a financial

support rule (must not have received more than $750 in a year from parents or

guardians); and (3) a tax dependencv rule (may not have been claimed as a

dependent by parent or guardian for federal income tax purposes). All three

questions must be answered for the calendar year in which the application is

submitted and for the prior year. The first two parts of the test, financial

support and residence, are often difficult to answer and difficult to verify.

-3-
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Family records of such things are likely to be spotty, and memory may not

serve. In-kind support is especially elusive and easily overlooked. As a

student from Eastern Kentucky University testified before this subcommittee

earlier this month, many students believe they °can lie with limited

consequence° on such questions.

As for the income tax criterion, families that choose to do so can give up

the exemption for the otherwise dependent student member, and in most cases

the greater tax liability will be more than offset by the student's increased

eligibility for student aid on a self-supporting basis. And families that

have not planned ahead in this way can file amended tax returns after the fact

to capture the same calculated benefits. So while the third part of the test

is verifiable (through collection of signed copies of the federal income tax

form from the parents), aid administrators report that the rule is manipulated

by some students and families.

It is worth noting that the most recent °Quality Control° study of the

Pell Grant program commissioned by the Department of Education concluded that

the °largest single source of student error is due to students whose reported

dependency status was not the same as their verified dependency status.°
2

While I (and many others) have questioned the methodology and assertions about

fraud and abuse growing out of the so-called QC studies by the Administration,

I suspect that the findings regarding the high error rate associated with the

dependency questions on the application form are not far off the mark. I also

suspect that at least some of the error is a function of inadvertence or

misunderstanding on the part of applicants, rather than manipulation or

outright falsification of answers.

2Quallty 1n the Pell Grant Delivery System, Office of Student Financial
Assistance, U.S. Department of Education, 1984.

-4-

340



336

what the Data Tell us About the Growing Number of Students Classified as

Independent

No available national data can ascertain to what degree the current

definition of independent status is being circumvented contrary to the spirit

and/or the letter of federal policy, but we can draw inferences from data on

trends in the number and characteristics of students classified as self-

supporting.

Our 1983 study concluded that the largest source of growth in the number

of such students is the increa!;ed enrollment of older individuals, most of

whom unquestionably are on their own financially. The increasing average age

of the postsecuidary population means that the number of legitimately

self-supporting students is likely to rise whether or not the definition is

tightened. The study, however, also indicated significant growth in the

numbers of younger (under age 22) unmarried students (with no dependents) who

qualified as self-supporting.

Specific data on the Pell Grant program reflect the same pattern along age

lines. Overall, independent students have increased from 36.9 percent of

eligible applicants in 1976-77 to 50.4 percent in 1983-84. Independent

students over age 30 increased the most, tripling during those years, but

younger independent students have also burgeoned in the Pell program. at

number of independent Pell Grant eligible applicants age_22 and under doubled

between 1976-77 and 1983-84, as did independent eligibles between ages 23 and

30. During the same Period dependent eligible applicants increased less than

25 percent.3 (See accompanying table.)

3Data from Office of Student Financial Assistance, U.S. Department of
Education.
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PELL GRANT PROGRAM ELIGIBLE APPLICANTS

(in Thousands)

1976-77 1983-84

Total Eligibles 2.258 3.541

Dependent 1.425 1.755
(63.1%) (49.6%)

Independent 833 1.786
(36.9%) (50.4%)

Age Distribution of Independent Eligibles

22 Years and Under 267 509

23-30 Years 399 800

Over 30 Years 167 477

The increased participation in the over 30 group is no doubt coming in

part from displaced workers, women, and other adults looking for help in

career redirection and retraining. What may be fueling the growth of Pell

Grant independent applicants in the younger age group is more a matter of

speculation.

State data are likewise suggestive. Studies in California. Pennsylvania.

and Minnesota tracing students over several years show that 15 to 25 percent

of independent student recipients qualified as 'dependent° as recently as two

years previously.

One cannot draw firm conclusions from such data about the extent of abuse

or inappropriate classification of students as a result of the self-supporting

criteria. What all these analyses do suggest, however, is that a part of the

problem may be the result of otherwise dependent students in younger age

groups--and perhaps their families--making calculated arrangements to qualify

as self-supporting for purposes of student aid.

-6-
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States and Institutions Are Voting with Their Feet

A growing number of states and institutions, unwilling to wait for a

change in federal policy. have adopted stricter criteria for independence in

awarding their own student aid funds. There is a compelling case for revision

of federal criteria simply in the interest of consistency. No one--certainly

not students--will gain by the proliferation of 50 different state definitions

as well as institutional variations. Continued movement in this direction

will only complicate student aid application forms and the coordination of

federal, state, and campus-based programs.

Of the ten states operating tht largest neea-based state schelarship

programs in the country, seven now require or plan a tighter test of

independence than the federal definition. (See table on next pale.) Several

states, including California, continue to use the federal definitior but have

tightened it by asking students to demonstrate independence for three or two

years (rather than just one) prior to the year of the award. Sone states have

added an age criterion to the current definition; New York, Indiana, and

Minnesota. for example, require that all students under age 22. with specified

exceptions, apply as dependent students. Still other states (and some

institutions) require proof of self-sufficiency; that is, students must

document that they in fact have had the financial resources to support

themselves in households separate from their parents.

The latest survey of the National Association of State Scholarship and

Grant Programs notes:

. Many financial aid policy makers have expressed concern that
increasing numbers of students are declaring themselves independent of
parental support for financial aid purposes and thus replaeZng parental
support with aid from public sources. While there may be a trend in this
direction in the Pell Grant program or the federal campus-based aid
progrtmS. it does not appear in the state grant program data. The per-

centaqes of indePendent students receimina_need-based state trant_aid have
remained Quite .cunstant,,from 29.3 oercent in 1981. to_26.5_oercent in

34
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INDEPENDENT STUDENT ELIGIBILITY CRITERIA

SELECTED STATES.* 1984-85

State

Est. Total Undergraduate
Need-Based Grant Aid

fin millions)

$101

Minos; 111

Indiana 33

PlasCflosetts 39

Mirfigan 34

Yirm4mt:2! 51

New Jersey 57

New York 385

Ohi4 40

Pempsylvopia 91

Federal Criteria or Other

Other--like federal, but inde-
pendence must be demonstrated for
3 prior years plus current year.

Federal

Other--Student must have attained
age 22 by Jan. 1 of academic
year; limited exceptions.

Federal (except for Graduate
Student Grant program, determined
by school.)

Federal

Other--Sarting 1985-86, student
must at.E..An age 22 by Oct. 1 of
academic year; limited excep-
tions. Over 22 must meet current
federal criteria.

otherat least $1400 of base-year
resources; not a tax exemption on
parents' returns; did not live with
parents more than 6 weeks.

pther--like federal except tax
dependency is asked for 2 previous
years, and student under 22 must
prove extraordinary circumstances.

otherthree-part federal defini-
tion applied to previous, current,
and following year.

pitur-veteran, or out of high
school 6 years or more, or demon-
strate independence through
non-support from parents 4nd
"available resource° test.

*The taap ten states in amount Of wndergraduate need-based aid dollars, 1984-85.

Source: National Association. O'State Scholarship and Grant Programs, 16th
Annual Sutivery Report, 1984-8A Ncademic Year.
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1982. to 29.2 percent in 1983. to this year's expected 29.4 percent.
Between 1981 and 1984 the percentages of grant dollars going to indepen-
dent students decreased slightly. from 28.8 percent to 28.6 percent . .

The fact that_some states recently have adoDted more stringent criteria
for students to demonstrate independence mathave contributed to this
pattern.4 [Emphasis added.]

Nr. Chairman. I believe it is also significant that the professional

opinion of campus aid administrators, the people who deal directly with

students and families in the delivery of financial aid, overwhelmingly

supports a change in federal policy. According to a joint survey conducted

last year by the College Scholaritip Service (CSS) and the National

Association of Student Financial Aid Administrators (NASFAA), six in ten aid

administrators do not believe the federal definition is appropriate. When

asked what would make a mete appropriate definition of self-supporting student

status, the greatest number favored adding a requirement of demonstrated

self-support. Clear majorities also favored the addition of more prior years

onto the current federal definition and consideration of age.
5

The Effects of Switching to Age Criteria

Nr. Chairmtn, in Tesponse to your call for recommended changes in the

Higher Education Act this past spring, a number of educational associatimis

concluded that an age-related definition is the best alternative to current

policy. I agree. An age criterion is easily understood, straightforward and

readily verifiable; with proper exceptions, it is also fair. However, I have

reservations about--and would like to suggest a variation on--the specific

4National Association of State Scholarship and Grant Programs, 16th Annual
Survey Report, 1984-85 Academic Year.

5William D. Van Dusen and Hal F. Higginbotham, The Financial Aid Profession
at Work: A Repert on the 1983 SurveY of Undernraduate Need-Analysis Polities.
Practices. and Procedual, conducted by the College Scholarship Service of the
College Board and the National Association of Student Financial Aid
Administrators (New York, 1984), pp. 18-20.

-9-
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formula proposed by the American Council on Education (ACE) and other groups.

The ACE proposal says that parental financial data shall not be required

to determine the expected family contribution if the applicant is: 22 years

of age or older on July 1 of the award year; an orphan or ward of the court;

married; not married, but has legal dependents; a military veteran: a graduate

or professional student. Using age 22 as a fulcrum in determining dependency

status makes sense, as several states have already decided. But I worry about

the blanket emancipation of students over age 22. 6 Many 22-25 year olds can

and do rely on parental support as they continue in school, either cempleting

their undergraduate degrees or going on to graduate studies. I am not

a-ersuaded that public policy should be to shift the cost burden from families

wi.o can pay in cases where the student has not yet established a pattern of

self-supporting behavior.

There are two considerations the subcommittee may wish to bear in mind here:

1. Many states and institutions, public and private, are not likely to go'
along with a blanket emancipation of students 22 and older in the award
of their own funds. While the tighter criteria under age 22 would bring
federal policy more in line with current opinion in the education cowl-
munity, the more open policy over age 22 would create a new inconsistency
between federal and nonfederal practice.

bWhile the primary focus of my testimony at this point is on age criteria,
the subcommittee should also be aware of an overlapping issue in the ACE
recommendation--the proposed universal assumption of independent status for
graduate and professional students. Graduate and professional schools vary
widely in their approach to student dependency status. Some, especially the
very high-cost schools, insist on considering parental resources in an effort
to stretch aid dollars as far as possible and thus keep their doors open to
students from as wide an economic spectrum as possible.

Automatic emancipation of all graduate students wht/d tause substantial
nuMbers of students to switch from dependent to irglapsndent status for
financial aid purposes. As one indication of the magnitude of this change,
2.0 percent, or 47,500 of the 2.4 million students who file applications
through CSS annually, are graduate students who art considered dependent on
parental support under current rules. Another 45,000 graduate students who
apply through the Graduate and Professional Student Financial Ald Service
(GAPSFAS), administered by the Educational Testing Service, are also dependent
under current rules. Over 60 percent of first year graduate student GAPSFAS
filers, and 40 percent of all GAPSFAS filers, are dependent.

-10-
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2. If the subcommittee is expecting to achieve federal cost savings as a
result of a revised independent student definition, the savings achieved
by tightening below age 22 are likely to be at least offset by the added
cost resulting from expanded eligibility among students over age 22.

We have looked at a sample of CSS applications filed by students for the

coming academic year. CSS filers broadly represent the population applying

for federal campus-based and other need-tested aid awarded by institutions.

The data indicate that a substantial number (over 100.000) of students under

age 22 and single without children who now qualify as independent woulS be

switched to dependent status under the ACE definition. At the snme time, a

still larger number (almost 300.000) would be switched in the other direction;

these are CSS filers age 22 and over who are dependent under current rules but

would become indmpendent under a definition that automatically emancipates

students when they reach 22. The table below summarizes the potential net

shifts in the CSS filing population.

ESTIMATED MAGNITUOE OF CHANGES IN DEPENOENCY STATUS

AMONG COLLEGE SCHOLARSHIP SERVICE (CSS) FILERS

FOR 1985-86 (IN THOUSANDS)

Filing
Total CSS

Depermient Filers independent TilersPopulation

Current (Three-Part
Federal) Definition
of Dependency Status 2.400 1.632 768

ACE-Type Definition
(Under Age 22 Depen-
dent Unless Student
Has Own Dependents;
Age 22 and Over Auto-
matically Independent) 2.400 1.442 958

Net Change 0 -190 +190
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A Smested Formula

I suggest for the subCommittee'S consideration an alternative formula that

would differentiate among age levels as follows:

Under age 22: automatically dependent.(exceptions: orphan; ward of the

court; veteran; student has own dependents; or documentation by the campus

aid officer in unusual circumstances).

Age 22-25: current tax dependency rule plus proof of self-sufficiency in

prior year (exceytions: veteran; student has own dependents; or documen-

tation by the campus aid officer in unusual circumstances).

Over age 25: automatically independent.

Such an approach would be more clear-cut and would simplify the dependency

test for the great majority of students while increasing verifiability.

Symbolically. it would reinforce the assumption oF parental responsibility

through at least tho traditional ages spanning undergraduate education.

In conclusion. Mr. Chairman. whether or not this is exactly the right

formula; change is needed and there has developed t fair consensus in the

education community on the general direction it should take. If there is a

single feature of student aid programs today that undermines confidence in the

system because of disparities in the way different students of like

circumstances are treated, it is the definition of self-supporting status.

The higher education reauthorization should be an opportunity to devise a new

federal definition that distinguishes more simoly, fairly, and accurately

between studentS 4+t3 can depend on parental support and those whO cannot.

Mr. Chairman, ;lope this testimony helps in the subconmittee's

consider.flon of this important issue. I shall be glad to answer questions.

-12--
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Mr. Rum. Let me just say that 1 have already indicated to Tom
that we want a study done by the Library of Congress on the 1980
census, and I think you two people in referring to the little studies
you are referring to are doing something that we all do. You are
looking at it from the perspective of the education programs and
not what the 1980 census compared to the 1970 census tells us
about who is in these age groups and what their characteristics
are. Those, by your definition and the other definitions, would by
the time they reach the school at 19 to 20 years old would be inde-
pendent. But everything I have read indicates that between 1970
and 1980 that number went up very dramatically, and that in the
1980's it is continuing each year as they make the count in an im-
perfect way, albeit, but counting all livebirths, the number of live-
births to teenage parents continues to increase.

Now that usually is discussed in the context of other kinds of
perceived social problems, but it is a factor that tells us something
has changed, at least to that extent, with respect to these age co-
horts that we are talking about.

So we are going to ask them to look at the makeup of those
people. I don't have trouble with your proposal, except that I can
hear the colleges and universities new saying we want some money
for the additional computer capacity that we are going to have to
have. Because when you look at what you have done up to age 25,
you have got the overwhelming majority of the population that has
to be dealt with, and over the years what we have tried to do is
reduce the size of that population being served as a client popula-
tion of the programs that has to be examined with this kind of par-
ticularity because all of the institutions, from the banks who make
loans to the colleges, tell us that every time we change that little
bit it imposes additional burdens on them for fact determination
that are not from their perspective cost effective. So we have to try
to figure out what these kinds of changes will do in that respect as
well.

Mr. Martin.
Mr. MARTIN. Thank you, Mr. Chairman. I have touched upon

this before, so let me keep my remarks very brief.
I have included in the beginning of my testimony some back-

ground on the history in the development of how the definition has
changed, but since I am speaking to three of the senior members of
this subcommittee that know well the background and history of
this, let me move immediately over to some of the information and
data.

On table 1, found on page 9, we have attempted to provide you
historical data that is taken from the Department of Education's
summary of their statistics of the Pell grant applicants from 1973-
74 through to 1083-S4 with the current data. In addition to show-
ing the percentage of' dependent and independent, we also give you
age applications on that, of differences in those shifts, and I think
you will find that interesting.
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Table 2 that we have included also includes another factor that I
think is interesting. And as I had indicated earlier in my comment
to Mr. Jeffords in response to his question, if you look at the
median age of both dependent and independent students from
1976-77 to 1983-84 you can clearly see that, as I was talking about,
that students are getting older, undergraduate students generally.

Also, we have included some data on median family size, and you
can see that families are actually getting smaller, which again par-
allels the census data. But I think the most interesting factor here
is the median income in constant 1976 dollars because while de-
pendent students have stayed about the same, you can see that in-
dependent students, generally, their income has eroded fairly sig-
nificantly.

We also wanted to look at the enrollment pattern by type of in-
stitution, and that is contained on table 3. This shows both depend-
ent as well as independent applicants broken down by type and
control of institution through various years. As you would expect,
the data on this shows that the major 'increase in number of inde-
pendent students has come about primarily in terms of two pri-
mary sectors; that is, the private for-profit and the public 2-year
schools. We don't find this particularly surprising. It seems to par-
allel enrollment trends since these institutions offer shorter degree
or certificate programs, and as such, I think they naturally attract
a higher proportion of older students and the majority of which we
know are independent. Otherwise, the data seems to be fairly well.

We also want to look, however, at the actual Pell grant, in addi-
tion to the applicants to look at those that were actually eligible.
And I think there are some interesting statistics there. As has al-
ready been pointed out by my colleague, Mr. Gladieux, and Ms. An-
derson, is that clearly there has been an increase in the percentage
of dependent and independent students in the Pell Grant Program
from 1976-77 through 1982-83. In addition, as Mr. Gladieux has re-
ferred to in their testimony on page 6, if you look at actual num-
bers of the students in those age cohorts', you see an increase. And
I think that is important for us to note.

But I chose to take that data and do it slightly differently, and
that was in that age distribution of the independent eligibles, to
look at that as a percentage of the total pool because, naturally, we
know we have more eligibles. The thing I find is interesting is that
if you look at 22-year-olds and under in the Pell Grant Program
from 1976 to 1977 we had 32.1 percent. It has declined in 1982-83
to 30 percent. Conversely, if you look at students that are in the
over-30-year bracket in 1976-77, it was 20.1. It is now 25 percent.
And again while the number .has gone up, the percentage of these
students that are falling into these categories as a part of the total
is actually declining.

So as we look at some of the data, I think we have to do that. In
addition to Pell grants where we have so much focus, we also gath-
ered some other data from the Department of Education, and table
5 shows the actual distribution of dollars and numbers of recipients
in Federal campus-based programs from 1974-75 through 1981-82.
And as a percentage of total recipients, this data shows that par-
ticipation by independent students peaked at 27 percent in 1979-80
and has actually declined since then. The actual amount of
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campus-based dollars as a percentage of the total dollars that are
expended has risen only 2 percent from 1974-75 to 1981-82, going
from 23 percent to 25 percent.

So I think part of the reason for providing this is that while
there is concern, and legitimate concern, part of it is maybe percep-
tual more than what we are going to be able to prove statistically.
Nevertheless, we, like many others, have been concerned about this
definition, and as I have already pointed out there are problems in
verifying the current definition. Our own association, through our
Need Analysis Standards Committee, therefore had a charge
during this past year to try to develop new criteria that might be
used. And under a proposal that the committee developed we also
defined basically a definition that would have said if an undergrad-
uate student is 22 years of age or younger as of July 1 of that year,
that that student would be required to include rental information
on their forms unless they were an orphan or ward of the court,
they were married or they were single but they had their own de-
pendent children, or that they were a veteran of the armed serv-
ices. And clearly, if the aid administrator had other circumstances
to know why we shouldn't have that because of some of the things
I have already mentioned that they also could write a waiver.

Above that, if they were 23 years or older, regardless of whether
they were an undergraduate, we would have proposed that they
automatically do not have to include the parental data. Likewise,
we also said that with graduate and professional students that they
would not have to; they would automatically be considered emanci-
pated.

We put that out to our membership for comment, and we re-
ceived a number of comments, as you would suspect, back from a
group of people that are as diverse as we are with all sectors. Many
people said, "Why 22? Why not 18? Why not 19? Why not 20? Why
not 25?" Quite honestly, the committee looked at a variety of these
things. We did that in part on their judgment. Again, as, Mr.
Chairman, you have said, we had to be arbitrary, and 22 was
picked because that seemed to be the period of time that would rea-
sonably allow most students to kind of go through the typical un-
dergraduate period of time without having a change in the depend-
ency status. Additionally, it was an age that had previously been
used with the Social Security Administration in benefits when that
was phased out as kind of a period of when we would stop that.
And so it was an arbitrary decision to do it. Some people support
that. Other people, as Mr. Gladieux has pointed out, do not and
therefore would like it to be older. Some would prefer it to be
younger as well.

We also looked at the question of automatically making all grad-
uate or professional students independent, if you will. Some people
objected to that. They said, "We don't believe that necessarily
there should be a distinction, that there is clearly evidence also to
show that in many programs that parents continue to pay for
that." In fact, some of our colleagues with particularly health pro-
fession schools noted that in their own programs that are in the
other areas that they are required to look at parental information.
So they did not agree with that.

.;



347

However, we were struck again, the committee, when we looked
at a study that was undertaken by the Educational Testing Service
international survey of looking at graduate students in 1980--81,
and that study noted that while approximately 70 percent of all un-
dergraduate seniors were dependent on their parents that only
about a third of those who were enrolled in graduate or profession-
al schools were receiving support from their parents. Additionally,
we found that of all enrolled graduate and professional students
who were considered dependent by their parents, even using the
existing definition, that survey showed that actually only about a
third of them even though we had a definition actually received
any help from their parents. So whether we called them that or
not many of them were not receiving the support from the parents.

Many of our people also said, "Well, let's not change the whole
definition, let's move in the direction more," as Ms. Anderson has
said here, "of simply rolling back the number of years that we look
at." And that previously had been our recommendation as an asso-
ciation as well. We did that, and we looked at California, for exam-
ple, which is a State that currently requires a student to respond to
questions not only for the year of application but for the 3 prior
years. The National Student Aid Coalition in looking at this defini-
tion had asked an analysis to be done. And in our statement here I
think it is interesting to see what we found with the data base that
was pulled off of that file of students in California.

That analysis showed that of 302-plus thousand students who
had filed the California application as of February 1983 that
140,000-plus, or 46 percent, were classified as independent students
under the current Federal definition. Now, if you modify that defi-
nition to go back an additional prior year, 13 percent of those
would have been eliminated and now would have been classified as
dependent. If you go back the full 3 years, you eliminate another 8
percent. So you go from a 46 percent down to actually only 21 per-
cent that actually meet that independent criteria. A fairly signifi-
cant change. Clearly that tightening of definition shows that we
can reduce the pool. What it does not show is what is the nature of
the students that are in that sample. And unfortunately, we don't
know those characteristics of who would have been hurt.

One of the concerns I think that we had is that in fact there may
have been some students in that population simply by going back
on the tax years that truly are independent that should not be clas-
sified as such. We have not yet, our association, as our people are
continuing to look at it, come up with a final proposal. I think we,
again, as pointed out, many people are concerned about the fact
that the definition needs to be verifiable, that it needs to be looked
at; it needs to have face validity, but it also needs to be simple.

While we have not finalized a formal recommendation for this
subcommittee as part of our reauthorization proposals because of
differences amongst the members of our council, I can tell you, Mr.
Chairman, that I think our community does believe that there
ought to be some single, universal definition that most people can
support so that we don't have students dependent under one pro-
gram and independent under another. And clearly that is begin-
ning to occur now.
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The criteria that I think the committee needs to look at in what-
ever definition that you develop is that first it must be able to be
handled centrally and easy to be administered. It must be rational,
equitable, and lack extremes. It should not be a rationing device. It
should not be discriminatory. It should lack the need for a large
number of exceptions, and it must not look at students in such a
way that behavioral changes will result either on the part of the
students or their parents in an effort to create what I would call
independence of convenience.

I think that generally the definition that our committee has pro-
posed certainly addresses some of those questions. They are pretty
straightforward. They are not easy to be manipulated. And even
with the tax consultants and their good advice, you can't simply
take it off unless you meet the other criteria.

So we would hope that you would look at these, but we also ap-
preciate the difficult situation that you are in.

Thank you very much.
[Prepared statement of Dallas Martin follows:]
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PREPARED STATEMENT OF A. DALLAS MARTIN, JR., EXECUTIVE DIRECTOR, THE
NATIONAL ASSOCIATION OF STUDENT FINANCIAL AID ADMINISTRATORS

Mr. Chairman, Members of the Subcommittee. I am Callas Martin, Executive

Director of the National Association of Student Financial Aid Administrators

(NASFAA). On behalf of our more than 3,100 member institutions, we want to

thank you for providing ut the npportunity lo testify during these

reauthorization hearings on the issue of how to develop criteria to define

those students who are financially dependent tion their parents and those who

are truly selfsupporting or independent.

This is not a new issue for those of us involved in the financial aid

profession. Since the midc'fties, when national student aid systems were

established to assess a family's ability to pay, the models were built upon the

philosophical construct that first, to the extent they are able parents hove

the primary responsibty to pay for their children's postsecondary

education. Secondly, we assume the individual student will also contribute to

his or her postsecondary education. It is therefore only after a careful

analysis of the parent's and student's ability to pay for postsi:kcondary

educational expenses that we award needbased assistance to students. Mesa

fundamental tenets are still imbedded in the need analysis systems today, but

over the past twelve years the definition of an independent student has been

seriously debated by the financial aid profession. In the late fifties and

early sixties, most of the students that were enrolled in higher education fell

within the traditional 18-22 year old age cohort and as such, it was cenerally

assumed that most students were depend:mt. When institutions encoOtered older

students or someone that did not meet the dependent norm, they simp1y dealt

with them on an exception basis or used an arbitrary age criteria for no longzr

requiring parental information from these students.. However, by the early

1970's when the age of majority was changed from 21 to 18 years for voting

purposes and for entering into contracts, many educators became concerned about
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the effect such would have on the philosophical underpinnings of awarding

financial aid. Therefore they felt new criteria, which was not merely based

upon age, needed to be developed to determine the circumstances under which a

student should no longer be expected to obtain parental support for their

postsecondary education. Thus when the Basic Educational Opportunity Grant

Program was implemented in the 1973-74 academic year, the Office of Education

included in its regulations a formalized definition of an independent student,

The dnfinition noted that an independent student is a student who: (1) has nOt

and will not be claimed as an exemption for Federal income tax purposes by any

person except his or her spouse for the calendar year(s) in which aid is

received and the calendar year prior to the academic year for which aid is

requested: (2) has not received and will not receive financial assistance of

more than $600 from his or her parent(s) in the calendar year in which aid is

received, and the calendar year prt,.. to the academic year for which aid is

requested: and (3) hos not lived or wIll not live for more than two consecutive

weeks in the home of a parent during the calendar year in which aid is received

and the calendar year prior to the academic year for which aid is requested.

This same defid)tion was then adopted for the three campus-based programs

between 1974 and 1976 through the Office of Education's Student Financial Aid

regulations. While most people supported this definition, there were those

within the Office of Education who were concerned that the existing definition

was perhaps too lenient. Therefore, in 1977 the Office of Education issued a

Notice of Proposed Rule Making that attempted to ,2.--,dify the definition by

adding an additional prior year to the tax exemption o4on and to increase

from two to six weeks the residence requirement. adverse public

comment resulted in no immediate change in the definition at that time. Then

in the 1979-80 academic year, the residence requirement was extended from two

2
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consecutive weeks to six total weeks in recognition of reasonable vacation

periods with parents and the amount of support that could be received from

parents was raised to $600 to reflect the the increase in the personal

exemption allowed by the Internal Revenue Service. Subsequently, for the

1980-81 academic year. the second year of the calendar years in which aid is

received was dropped from the definition. The following year. 1981-82.. the

amount of support was increased to $1.000. again to reflect increased IRS

personal exemption allowance. Then in 1982-83. following the adoption of the

Educational Amendments of 1980. another.change which was provided in Section

482 of the Act was implemented. This section noted that "a married student

shall be considered independent if. not withstanding prior dependency status.

such student certifies that in the year of application he or she; (1) will not

live with parents for more than six weeks; (2) gill not be claimed by parents

as a dependent on any tax return filed for purposes of Federal income taxes;

and (3) will not receive more than $750 in support from parents." Therefore.

beginning with the 1982-83 academic 1.ar. the dependency status of married

students was only based upon existing circumstances for the year of the

application. Further, the amount of support from parents was reduced from

$1.000 to $750. While the decrease in dollar amount was probably caused by a

simple oversight in the drafting of the law rather than by actual intent, in

order to maintain consistency and for purposes of form design, the same

allowance in parental support was implemented for both married and single

students. This definition, which was adopted in 1982-83. is still being used

today, however concerns over the definition have continued to arise. For

example. in December of 1981. the Office of Student Financial Assistance

devoted that month's issue of its Bulletin to problems associated with the

criteria for determining independent student status and recommended that other

3
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criteria should be used. OSFA personnel at that time cited examples that some

students were deliberately manipulating the criteria to obtain independent

student status, thereby creating independence of convenience to gain access to

financial aid funds. They also predicted the need for change upon data that

showed there was a large increase in the number of independent students in the

Pell Grant Program between 1973-74 and 1976-77 with some slight increases from

that point forward. The December, 1981 OSFA Bulletin then requested comments

from the financial aid community. That analysis solicited a wide range of

suggestions from members, almost all of wham requested a more stringent

definition. From those suggestions, three concepts were frequently repeated.

First, the suggestion to use age as a criterion for determining automatic

independence. Second, an emphasis on using prior year data to determine

dependence rather than estimated information. Many of the commenters also

suggested extending the current criterion to one or two years before the base

year. Third, to establish a distinction between undergraduate and graduate

students. Following these comments, on Fay 23rd the Department of Education

published a formal Notice of Proposed Rule Making in the Federal Register and

the Secretary proposed the following revised definition for independent

student:

(a)An independent student is--

(1)An unmarried student who is not a veteran, and who is not 22

years old before the first calendar year of .1.n award year, and who

does not have dependents as defined in 34 CFR 690.42, who during the

three ca`itodar years immediately before, and the first calendar year

of, an award year--
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(i)Has not lived and will not live for more than six weeks in any of

those years in the home of the parent(s) for whom income must be

reported according to 23 CFR 690.33;

(ii)Has not been claimed and will not be claimed as a dependent for

Federal income tax purposes by the parent(s) for whom income must be

reported according to 34 CFR 690.33; and

(iii)Has not received and will not receive financial assistance of

more than $750 in any of those years from the parent(s) for whom

income must be reported according to 34 CFR 690.33:

(2)An unmarried student who is not a veteran, and who is 22 years

old before the first calendar year of an award year. or who is not 22

years old, but has dependents as defined in 34 CFR 690.42. who during

the most recent calendar year before, and the first calendar year of .

an award year--

(i)Has not lived and will not live for more than six we'ks in the

home of the parent(s) for whom income must be reported according to 34

CFR 690.33:

(ii)Has not been claimed and will not be claimed as a dependent for

Federal income tax purposes by the parent(s) for whom income must be

reported according to 34 CFR 690.33; and

(iii)Has not received and will not receive financial assistance of

more than $750 from the parent(s) for whom income must be reported

according to 34 CFR 690.33: or

(3)A married studebt or a veteran who, for the first calendar year

of an award yea..---

(i)Has not lived and will not live for more than six weeks in the

home of the parent(s) for whom income must be reported according to 34

CFR 690.33:

5
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(ii)Has not been claimed and will not be claimed as a dependent for

Federal income tax purposes by the parent(s) for whom income must be

reported according to 34 CFR 690.33; and

(iii)Has not received and will not receive financial assistance of

more than from the parent(s) for whom income must be reported

according to 34 CFR 690.33.

(b)However if both parents have died, or the student has been

declared a ward of the court, the student is independent.

(c)Under paragraph (a)(3) of this section, in determining whether a

veteran is an independent student, disregard whether the veteran

resided with his parents or received financial assistance from them

during a one year period immediately following the. date the veteran

was dischargcd from active duty from the Armed Services.

(d)An award year is the period of time between July 1 of one

calendar year and June 30 the the following calendar year.

(e)A veteran is a person who served on active duty for more than 365

consecutive days in the U.S. Armed Forces and was discharged or

released with an honorable discharge.

(f)Paragraph (a)(1) of this section will not become effective until

the 1985-86 award year. In 1984-85 an unmarried student who is not a

veteran, and is nct 22 years old before January 1. 1984, and who does

not have dependents as defined in 34 CFR 690.42 is independent if for

1982, 1983, and 1984 he or she--

(1)Has not lived and will not live for more than six weeks in any of

those years in the home of the parent(s) for whom income must be

reportel according to 34 CFR 690.33;

(2)Has not been claimed and will not be claimed as a dependent for

6
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Federal inclme tax purposes by the parent(s) for whom income must be

reported according to CFR 690.33: and

(3)Has not received and will not receive financial assistance of

more than $750 in any of those years from the parent(s) for whom

income must be reported accordin^ to 34 CFR 690.33.

Fortunately this more complicated definition was not implemented by the

Department of Education, in part because of the large number of respondenis who

indicated the definition was too cumbersome and unxieldy and secondly because

it did not follcw the actual statutes enacted by the Congress. This quick

review of the history and some of the viewpoints on the topic will now enable

us to focus upon the facts.

The Department of Education has argued that the percentage of independent

applicants within the Pell Grant Program has increased from 14.8Z in 1973-74 to

38.4 in 1976-77. and that number has grown to 44.9Z during the 1981-82 year.

No one will deny there was a fairly significant increace in the number of

independent students between the periods of 1973-74 to 1576-78. But it is

important to remember that when the Pell Grant Program was first enacted,

during 1973-74 only freshmen were eligible to participate. In 1974-75, a

second class of students was brought into eligibility, making it open to

freshmen and sophomores and thus increasing this phasein until all four

classes of undergraduate students were finally in the program by 1976-77. As

such, the increase in the numbees of selfsupporting students in these first

four years of the Pell Grant Program is due almost solely to the addition each

successive year of a new cohort of eligible students. Thus, the increasing age

of the total pool of Pell Grant recipients probably had more to do with the

growth in independent students than any weaknesses in the definition per se.

On the other hand, as a result of findings by research at the state level,
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some states have imposed stricter definitions of selfsupporting students by

extending the current definition to include au ad&.4..inal prior year 4w two or

three years, thus precluding the proclamativ; 1! -vtStrit emancipation, Other

states, however, have continued to utililu Y.Na ',F.z1lera1 definition, vAd have

stated that the changes that have occurred are simply a function of the overall

aging of all undergraduates. Data which we provided to the Subcommittee two

weeks age when you were examining the nontraditional parttime sti;dent,

clearIy showed the enrollment of students under age 25 comprised 3.15% less of

total enrollments in 1982 than in 1974, which would account for about 6.3

million fewer students in this college enrollment age group. Similar data, as

shown on Table 1, which includes National Pell Grant Summary Statistics,

published by the U.S. Department of Education and which were compiled by Tom

Mortenson, Director of Policy Research and Analysis, Illinois State Scholarship

Comv,ssiop, clearly show age is far more a factor than perhaps any other

variable. For example, in 1976-77, 12.7% of the dependent Pell Grant

applicants were 22 years of age or older, whereas in 1983-84, 16.2% of the

dependent applicants were 22 years of age or older. However, the actual

percentage of independent applicants shows that there were 20.7% of those 21

years of age or less in 1976-77. while in 1983-84 only 18.4% fell into this age

category. By comparison, whereas 21.2Z of all Pell Grant recipients in 1976-77

were over 30 years of age, by 1983-84, 27.5% of the applicants were over

thirty.

Table 2, which also utilized the Education Department's National Pell Grant

Summary Statistics, provides some other interesting data on the changing

characteristics of dependent and independent Pell Grant recipients between

1976-77 and 1983-84 academic years.

As this table shows, the median age for both dependent and independent

students has increased, again underlining the changes in demography for all

8
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TABLE 1

NATIONAL DATA ON PELL CHANT APPLICANTS FROM 1973-74 THROUGH 1983-84

Arard Year 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84

Total Number of
Applicants 482.331 1.114.084 2.178.696 3.426.504 3.668.837 3.412.927 3.993.483 4.519.630 4.603.006 4.702.765 4.950.098

Percent Dependent 87.7 80.5 73.2 63.8 61.4 64.6 64.0 61.9 60.6 60.2 58.1

Percent Independent 12.3 19.5 26.8 36.2 38.6 35.4 36.0 38.1 39.4 39.8 41.9

Percent of Dependent
Applicants Aged:
21 or Less 86.7 85.2 85.1 85.8 85.9 85.6 84.4 83.3
22 - 25 11.3 12.6 12.3 12.1 12.0 12.2 13.2 14.0
26 - 30 1.4 1.7 1.6 1.6 1.6 1.6 1.7 2.2

Percent of Independent
Applicants Aged:
21 cr Less 20.7 20.5 19.6 20.2 20.2 20.3 19.8 18.4

22 - 25 33.4 33.3 32.5 32.0 31.5 30.9 30.2 29.4
26 - 30 24.6 24.7 24.8 24.1 24.0 24.0 24.4 24.7
Over 30 21.2 21.5 23.0 23.9 24.2 24.8 25.7 27.5

Source: National Pell Grant Summary Statistics. Policy and Development Office. U.S. Department of Education
-671W5Tied by: Thomas G. Mortenson. Director Policy Research and Analysis. Illinois State Scholarship Commission

362



358

undergraduate students. Similarly, the decline in the median family size for

both groups of students also parallels the changes reflected in overall census

data for this period.

TABLE 2
CHARACTERISTICS OF DEPENDENT AND INDEPENDENT PELL RECIPIENTS

Dependent
Students

1976-77
Dependent
Students

1983-84
Independent
Students

Independent
Students

Median age 18.8 25.4 20.0 26.4

Median
Family Size 4.17 1.55 3.66 1.34

Median
Income

(In 1976
constant $) $18,460 $6,472 $15 $4,712

However, the most interesting fact is the difference 'in Median Income in

constant dollars between dependent and independent st.dents. While the income

level is almost the same over the seven year peric,i for deNndent stud,ent

families, the independent student's median income has eroded .significantly.

Another set of variables we wanted to examine was the enrollment pattarns

of dependent and independent students by type and control of institution.

Table 3 shows the student's first choice school as listed on their Pell Grant

application. Again, this data seems consistent with the overall enrollment

patterns experienced among the sectors over this time period. As expected, the

largest increase in'independent student growth has been in the private for

profit and public two-year schools. Since these schools offer shorter degree

or certificate programs and more frequently gear their course offerings to

specific skill courses, they tend to attract a higher proportion of older

students, the majority of which are independent. While the median age of all
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undergraduate students has increased over the past few years. the mean age of

the students enrolled in the two-year public and proprietary schools are even

higher.

TABLE 3
FIRST CHOICt ..?13TIT1JTI0N OF PELL GRANT APPLICANTS

(shown in percentages by year)

DEPENDENT APPLICANTS: Years: 1976-77 1979-80 1980-81 1982-83 1983-84
Public University 26.4 29.7 31.7 33.0 32.9
Public 4 year 6.3 6.6 6.8 5,8 6.0
Public 2 year 15.5 14.5 15.2 16.2 16.9
Public other 1.9 1.6 .3 .5 .5

Private University 7.5 10.5 11.1 12.4 12.0
Private 4 year 11.5 14.2 14.4 13.8 13.8

Private other 2.0 2.1 2.3 2.3 2.4

Private for profit 4.8 6.4 6.4 7.3 8.2

Undetermined 24.1 14.3 11.7 8.7 7.2

INDEPENDENT APPLICANTS: Years: 1976-77 1979-80 1980-81 1982-83 1983-84
Public University 19.6 22.6 22.4 22.3 21.4
Public 4 year 5.0 5.5 5.2 4.1 4.2
Public 2 year 26.5 27.4 27.5 29.1 29,8
Public other 1.5 1.5 .9 1.2 1.3

Private University 3.6 4.6 4.5 5.0 4.7
Private 4 year 6.0 7.1 7.0 6.4 6.2

Private other 1.8 2.0 2.0 2.6 2.7

Private for profit 9.5 13.0 13.7 16.6 18.9

Undetermined 26.4 16.3 16.6 12.8 10.8

Source: National Pell Grant Summary Statistics. Policy and Development Office,
U.S. Department of Education

Compiled by: Thomas G. Mortenson. Director Policy Research and Analysis
Illinois State Scholarhip Commission

While the data which we have presented thus far is based upon Pell Grant

applicants, we also have obtained figures on those who applied that actually

were eligible. This analysis. which is shown on Table 4. also shows thet the
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percentage of the total eligible independent Pell Grant applicants under the

age of 22 has actually declined during that period from 32.1% in 1976 to 30.0%

in 1982. The Table also indicafes a slight drop in independent eligibles

between the ages of 23 and 30 and a growth in the percentage of over 30 year

old eligible independent applicants from 20.1Z to 25.0%.

Additional data from the Department of Education in Table 5 shows the

distribution of dollars and number of receiptents in the Federal Campus:based

programs from 1974-75 through 1981-82. As a percentage of total recipients,

this data shows that participation by independent students peaked at 27% in

1979-80 ard has declined since then, and the actual amount of campus-based

dollars as a percentage of total dollars expended has risen only 2% from

1974-75 to 1981-82, going from 23% to 25%.

TABLE 4

ELIGIBLE APPLICMTS WITHIN THE PELL GRANT PROGRAN

1976-77 1977-78 1978-79 1979-80 1980-81 1981-82 1982-83
Total
Eligibles 2.258.043 2.790.320 2.228.603 3.029.745 3.420.000 3.420.000 3.340.776

: Dependent 63.1Z 58.1Z 60.3Z 61.8Z SUS 54.9Z 51.7:

%Independent 36.9Z 41.9Z 39.72 38.2Z 440: 45.0Z 48.3Z

Number of
Dependent (823.265) (1.001.661) (885.739) (1.157.477) (1.471.113) (1.528.475) (1.613.590)

AGE DISTRIBUTION - !DEPENDENT ELIGIBLES

22 years and
under 32.1Z 31.0Z 29.8Z 31.4Z 30.4Z .30.7Z 30.0Z

23 yrs-30 yrs 47.8Z 47.9Z 47.6Z 45.6Z 45.6Z 45.0Z 45.0Z

Over 30 yrs 20.1Z 21.1Z 22.6Z 23.0Z 24.0Z 24.2Z 25.0:

Sourrei U.S. Department of Education. Office of Student Financial Assistance

12



Number of Recipients
Dollars Awarded

1974-75

TABLE 5

Campus-Based Student Aid Program Recipients

1977-78

(Unduplicated)

1975-76 1976-77

Undergraduate
Dependent

850.371
$ 650.274.549

1.424.616
$ 025.199.770

1,052,554
$ 788,939,502

1,007,544
$ 841,377,258

Undergraduate
Independent

256.353 (21%)
$ 227.695.732 (23%)

433.470 (18Z)
$ 311.956.179 (25%)

373.946 (24%)
$ 302.603.887 (25%)

306.974 (20%)
$ 333.950.520 (25%)

Graduate and
Professional Students

64,908
$ 78.029.714

15.512
$ 102,232,523

78.184
$ 115,114,048

205.155
$ 153,863.425

Less than
1/2 time

Total number of
Recipients
Total Dollars awarded

1.171.632

$ 956.000.000

1,833.658

$1,239.388.472

1,505,284

$1,206.657.437

1,519,673

$1,329.191.203

Number of Recipients
Dollars Awarded

1978-79 1979-80 1980-81 1981-82

Unde,graduate
Dependent

911.060
$ 882.559.078

1.112,999
$ 974.842.123

1,006,838
$1,088,141.5,7%

1.026.347
$1,011,144,870

Undergraduate
Independent

330.432 (24%)
$ 361,378.375 (25%)

510.425 (27%)
$ 415,498,456 (26%)

315.823 (25Z,
$ 431.288.383 (25%)

316.320 (24%)-
$ 391.525.529 (25%)

Graduate and 128,329 234,960 110,064 104,304
Professional
Students $ 158.194.686 $ 195,014,836 $ 197,949,118 $ 156,536,269

Less than
1/2 time

554
560,321

648
530,930

Total number of
Recipients 1,369.821 1.858.384 1,493,275 1,501,619

Total Dollars
awarded $1,402,132,139 $1,585,355,415 $1,717.939.699 $1,559,737,598
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Having now reviewed 'all.this data, one can conclude that the actual changes

that have occurred in the number of independent students participating in the

Pell Grant and Campusbased programs between 1976-77 and 1983-84, are not as

significant as often reported. Additionally, the increase in actual dollars

going to these students does not appear to be out of line given the overall

changing age demographics within the postsecondary education cohorts. One

therefore could argue, that the existing definition of independent students

seems to be working fairly well. On the other hand, there clearly are some

flaws in the current Federal definition. As it now stands, the existing

definition has basically three parts. First, as residency criterion, second, a

financial support cirterion, and third, an income tax exemption criterion.

Most financial aid administrators would clearly attest to the fact that the

first two part of the definition, financial support and residency, are very

difficult to verify and can be easily circumvented by a student if they so

desire. Therefore, the income tax criterion is really the only valid portion

of the definition that can actually be verified by financial aid

administrators. However, for a family that chooses to circumvent the system.

even the income tax criterion may not prevent them from doing so. The family

that elects to beat the system can simply give up the income tax exemption for

the otherwise dependent family member, and in most cases, the qreater tax

liability will be more than offset by the student's increased eligibility for

student aid on a selfsupporting basis.

While clearly the vest majority of American families are very diligent and

honest in filling out the student aid application forms, there are a small

number who regrettably will attempt to manipulate the system for their own

advantage. Therefore, in order to make it more difficult for these families to

manipulate the system, NASFAA's National Council in February, 1983 adopted the

14
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position th3t ,the criteria included in the law to establish independent student

status should be extended to include one additional calendar year prior to

meeting the conditions for independency beginning in the 1984-85 award year.

and that this new criteria in future years would be subject to ongoing review

by all parties involved in the financial aid delivery system. The proposal to

add the additional year, however, was deferred by Congress as I've previously

pointed out, and therefore we have continued to retain the current statutory

definition through the 1986-87 academic year. Since 1983, when NASFAA adopted

its position, the Association has continued to receive numerous comments from

the membership suggesting that the current definition needs to be reexamined

and modified, and to incorporate criteria that can more easily be verified but

which will also provide appropriate assurances that those persons who truly are

selfsupporting, are not unfairly penalized.

Therefore, in keeping with its charge to reexamine the definition to

develop more appropriate criteria that might be considered during these

reauthorization hearings, during 1984-85, the Association's Need Analysis

Standards Committee developed an alternative set of data elements that can be

used to determine whether or not a student must include his or her parent's

financial information on their need analysis form. Under the Committee's

proposal, if an undergraduate student is 22 years of age or younger, on July 1

of an award year, that student would be required to include parental data on

their need analysis form unless that student was: a) an orphan or a ward of

the court; b) married; c) single, but has dependent children of his or her own;

or d) a veteran of the Armed Services of the United States. Undergraduate

students who are 23 years of age or older prior to July 1 of a given award year

would not have to include parental data on their need analysis forms. In

addition, all graduate and professional students would not be required to

15
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include parental information on their need analysis forms unless required to do

so by the institution they are attending. The Committee also proposed that the

statute be written to allow the institutional financial aid administrator to

exercise his or her professional judgment and to make exceptions in those cases

where they have knowledge that should be taken into consideration in overriding

any of the requirements for the student to submit parental data. In developing

this proposal, the Committee consIdered a number of options, including

different age requirements, the use of income tax documents, withholding forms,

and other criteria. In the final analysis, the Committee wanted to utilize

criteria that would be easily tg:derstood by all parties, easy to verify, and

which could not be manipulated. The Committee also attempted to be sensitive

to the positions and ideas that have been advanced by others, while still

trying to delelop a system that would be fair and generally in keeping with the

alsumed values of the majority of citizens. The Committee also structured the

criteria is such a manner that the terms "dependent" or "independent" or

"selfsupporting" are no longer needed but rather a simple procedure would be

in place that either requires inclusion of parental information or does not.

Following the adoption of this position by NASFAA's Need Analysis Standards

Committee, the proposal was included in our March 20, 1985 Newsletter and

circulated to our membership for further comments. During the comment period,

several members questioned the use of age 22, rather than 21. 24 or some other

age. The Committee, in developing its positions selected 22 because it

believed this would allow reasonable time for the typical undergraduate student

who is graduating from high school to go through their four years of

undergraduate study during the normal period of time when parents would be most

willing to provide financial assistance. Additionally, the Committee also felt

that 22 was an appropriate age since the educational benefits that had been

16
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provided to students previously under the Social Security Administration used

this age as their criteria as well. If an earlier age is selected, then a

higher proportion of students will actually change from dependent status to

independent status during their undergraduate enrollment period. If an younger

age cutoff is used, then there 411, more likely to be a greater financial impact

upon the costs of the programs or the shifting of dollars among curreni

recipient:- While some argued for an older age cutoff, the Committee generally

felt it was unneces=ary to utilize a higher age, given the fact the median age

of dependent students was approximately 20 years nf age.

Some of our members also objected to not making graduate or professional

students provide parental information unless asked to do so by the

institution. These people, many of whom deal with students who are receiving

assistance under the Health Professions programs, noted that because of their

high educational costs, they routinely ex:-,ected contributions from students'

parents, even though many of these students were over the age of 22. Some

noted that the regulations under the Health Professions programs require the

submission of parental income information in order to determine eligibility.

Other members voiced an opposite concern, and therefore strongly supported the

idea of making all graduate and professional students independent. They noted

that, in a study conducted by the Educational Testing Service (ETS) in a

national survey of individuals who applied for need-based financial aid to

attend graduate and professional schools in 1980-81, the data indicated there

were strong tendencies on the part of parents to reduce sgpport to students

attending advanced education. The Educational Testing Servic* study noted

that while approximately 70% of all undergraduate seniors were dependent on

parents, only about one-third of those students who are enrolled in graduate or

professional schools were still receiving support from their parents. Of those
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enrulled graduate and professional students who were considered dependent on

their parents, only about one third actually received any help from their

parents to finance the post-baccalaureate costs, Still other members generally

objected to the whole idea of even changing the existing definition. Some

argued the existing definition was fine, and it shauld be left alone. Others

argued that the existing definition should be modified simply by adding one or

two additional calendar years to the existing definition. For oxaaple, the

State of California currently requires a student to respond to questions

regarding self-supporting status for the year of application as well as for

three additional prior years, and many of the aid administrators within the

state strongly believe this has helped reduce potential abuses for independent

students.

As an aside regarding the California definition, let me note that in 1983

the National Student Aid Coalition, in an effort to gain additional information

on the effect of a more restrictive test. of independence, asked the Educational

Testing Service to provide date from their file of students who have submitted

student aid applications for California. This analysis showed that of the

302,498 students ,m,o had filed the California application as of February, 1983,

140,304 or 462 were ckslified as independent students under the current

Federal definitico. If the definition was modified, however, to require an

additional prior year of self-sepport, 132 or 121,710 students would be

eliminated from the independent group. If three prior years of self-support

were requ;red, an additional 82 would be eliminated from consideration as

independent, therefore bringing the total eliminated from the original

independent group from 462 to 212. While this study clearly showed that by

moving the years backward a smaller percentage of students will meet the

independency criteria, the study did not examine the characteristivi of what

types of students were being denied independent status.
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While our Association also received a few other comments, in general a

fairly large Aumber seemed to support the idea of amending the criteria along

the lines proposed by our Need Analysis Standards Committee. In April of this

year when NASFAA's National Council met to finalize its reauthorization

recommendations. the new proposed definition was presented. While the Council

generally supported the concepts, they were also concerned about the impact and

wanted additional time to evaluate the matter before formally endorsing ii. For

that reason we did not make a formal recommendation to modify tie nwisting

definition as a part of our reauthorization proposals. However. = :I .")le

matter to be raised again at our fall meeting, and perhaps at t n, .He

National Council will alter the postion that it adopted in 1983.

In conclusion, let me say that as someone who has been involved in

discussions on this matter over the last 16 years. I seriously believe there is

a strong support among the majority of aid administrators for a standardized

and nationally accepted definition that can be utilized for all programs at the

Federal, state, and institutional levels. They also strongly believe there is

a need to have consistency so students in one program that are determined

selfsupporting. are also going to be selfsupporting in another program.

While I have never seen universal agreement in the community on any single

definition, there is general support for a standard to be universally accepted,

it must meet the following measures: (1) it must be able to be handled

centrally and be easy to administer; (2) it must be rational, equitable, and

lack extremes: (3) it must not be a rationing device; (4) it can not be

discriminatory; (5) it should lack the need for a large number of exceptions;

and (6) it must not look at students in such a way that behavioral changes will

result either on the part of the students or their parents in an effort to

create independence of convenience.

Again, we thank you for the opportunity to have appeared before you today,

and I would be happy to respond to any questions you may have.
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Mr. FORD. Mr. Breyer.

STATEMENT OF THOMAS A. BREYER, MANAGER. ;.PCIAL STU-
DENT AID PROJECTS, ILLINOIS STATE SCHOLAI'ZiRIP COMMIS-
SION
Mr. BREYER. Thank you.
Mr. Chairman, members cf the subcommittee, my name is Tom

Breyer, and I am here today representing the Illinois State Schol-
arship Commission.

Prior to joining the commission, I served for 3 years as executive
director of the Illinois Independent Higher Education Loan Author-
ity, and for 4 years prior to that directed the administration of fi-
nancial aid programs for the Chicago campus of Northwestern Uni-
versity.

The commission was pleased to be invited to appear before you
today to present this testimony. And as you requested, our com-
ments today will be addressed only to matters relating to the defi-
nition of the independent student.

By way of providing a little background, in addition to serving as
guarantee agency and secondury market, the commission

also adm:nisters the Monetary Award Program, the second largest
State Grant Program in the Nation, which this year will award ap-
proximately $123 million to over 100,000 students. Roughly 40 per-
cent of these recipients are classified as independent. Because of
this substantial investment and because Illinois has successfy
piggybacked the Pell grant definitions, procedures, and central
processing system for 4 years, the Federal definition of "independ-
ence" is of great importance to us.

In addition to hearing the remarks of Mr. Jeffords this morning,
and my colleagues, all of which have very eloquently summarized
and put into perspective the specific issues we are addressing
today, I wanted to address a few comments to the broader issues of
reauthorization. I have been quite fortunate so far to have been
able tr, attc-nd a number of the reauthorization hearings, and I
have heard a number of very consistent issues raised. You and
tour ,.:orteages, Mr. Chairman, have spoken of the overwhelming

domirm:P-e or the Federal budget, deficit as an issue, of the hostile
environment for funding, of the need to achieve more with less.
You have spoken of the need to target more grant funds specifical-
ly to those who truly need them most, but 'aave made it clear that
these funds must come from savings achieved through improved
program administration, not simply through ever greater levels of
appropriations. You have spoken of the need to restore integrity to
our financial aid programs by reducing waste, fraud, and abuse.
You have spoken of the need to reemphasize the role of the family
in the broad partnership of those involved in the financing of
higher education. And you have asked not just for opinions, but for
concrete, feasible proposals. We have heard you, and I hope you
will find this testimony today to be addressed specifically toward
helping this subcommittee achieve those objectives.

The subcommittee recently has heard testimony on the subject of
error in the Pell Grant Program. As has already been mentioned
by Mr. Gladieux, last year the Department in reviewing the results
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of its Pell grant quality control study concluded that wrongly
claimed dependency status was the single largest source of appli-
cant error in 1982-83. I think we have heard some seemly contra-
dictory remarks here this morning. One saying abuse is not wide-
spread. Another comment saying, no, this is a major problem. I
think all of these are correct. The group involved is relatively
small. The Pell grant quality control study concluded that approxi-
mately 6 percent of the students claiming to be independent were
wrongfully claiming that status. However, the dollar impact is
large. The Department estimated a net overaward of $64 million
for 1982-83 resulting from this item alone.

I also agree with your comments and comments of others it is
very difficult to tell out of this error how much of it is intentional
and how much is unintentional. And I don't know how concerned
we should be about that. I think we should address both problems.
I think in the validation process we have mov-A toward eliminat-
ing some of the unintentional errors, but I think there still is some
additional room for reducing the so-called deliberate independence
of convenience which allow students to declare themselves inde-
pendent in an attempt to increase their eligibility for student fi-
nancial aid and allows higher income families to absolve them-
selves of certain of their financial responsibilities, and reauthoriza-
tion provides an opportunity that has been well addressed here to
focus on this problem.

It was our concern in Illinois over this problem that prompted
the commission to conduct research in 1983 to identify Illinois de-
pendents of Pell grant applicants who changed their dependency
status and to analyze the impact that this had on Pell grant and
State grant eligibility for Illinois residents. At that time we found
that approximately 2,500 unmarried nonveterans under the age of
22 who did not have dependents of their own had switched status
from dependent to independent. The total year-to-year increase in
Pell grant payouts to these individuals amounted to over $1 million
in Illinois alone.

After analyzing the results of this study, the commission was in-
vited to appear before this subcommittee in 1983 at which time we
urged that the Department of Education institute a new edit check
procedure rather than a new definition. Specifically, we recom-
mended that all year-to-year dependency status changes be flagged
on Pell grant student aid reports and that unmarried nonveterans
under the age of 22 without dependents of their own be prohibited
from changing their status from dependent after they have made
an initial application.

Among all 1982-83 independent Illinois Pell grant applicants this
group, again unmarried nonveterans under 22 no dependents, rep-
resented only 12 percent of the total. However, among those who
had switched dependency status from the prior year, this group ac-
counted for over half of the total increased Pell grant payout.
Again, the Pell grant quality control study also highlighted this
group as the primary source of incorrectly dependency status. Sta-
tistical profiles showed the bulk of the misreporting, whether in-
tentional or unintentional, occurred among younger unmarried stu-
dents with no dependents, exactly the group we have targeted in
our recommendation.
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In 1984. the Department implemented only part of this recom-
mendation. All unmarried 1984-85 applicants whose status
changed from the previous year were identified and certain of
these were selected for validation, but switching was not prohibit-
ed. The instAution of this procedure prompted the commission to
repeat its exornination of this issue in light of actual data. Nation-
ally, during avademic year 1984-85 the Department's limited cros.-
year dependency status theck twstem flagged only 21,600 students
resulting in approximately 3,400' corrections at ail average of about
$250 change in the student aid index on each cori-ection,
in total savings of probably less than $1 million.

If the cross-year dependency status check system which the com-
mission proposed in 1983 and proposes again today had been fully
adopted, the savings in 1984-85 would likely have been as much as
$15 million nationally.

Now, initial year savings are limited by the fact that many appli-
cants have already switched their status in previous years and we
cannot jump in and switch them back. Therefore, the full savings
cannot be realized for approximately three years, by which time all
enrolled students would be covered under the new policy. At that
time, we estimate that annual savings in excess of $50 million
could bs, achieved. By disallowing higher income families from
transferring responsibility for paying college costs to the Federal
Government, this significant amount of savings could be redirected
to those students who clearly need it most.

Quite significantly, we feel that such a policy is feasible today.
No new system would have to be developed. Much of the informa-
tion required can already be determineed from the current data
collected. The current three-question definition could still be uti-
lized and the cross-year edit check mechanism is already in place. I
will mention that while successful implementation of this program
could be achieved on a stand-alone basis, and that is what we are
suggesting, should a new test of independence be desired our rec-
ommendation could still be beneficial if introduced in conjunction
with certain new definitions such as the 2-year look-back that Ms.
Anderson has discussed.

We also strongly recognize the need to protect those students
who are legitimately self-sufficient, and feel that our proposal
would provide reasonable protection to these students while curb-
ing abuses in independence of convenience. Students who marry,
serve in the military or who become responsible for dependents are
provided the legitimate opportunityy to emancipate themselves fi-
nancially. So too are those students who reach the age of 22. How-
ever, those more traditional dependent students who seek to ma-
nipulate the system for their own benefit will find that the system
no longer invites abuse.

We share the concerns of Mr. Gladieux, and I would like to point
out that our proposal permits but does not make mandatory eman-
cipation at age 22 if it does not truly exist. We agree that the cost
of doing that might outweigh the savings from the other portions of
the policy. Our position, our recommendation and the evidence sup-
porting our recommendation have not changed during the last 2
years. The current independent student definition is not the prob-
lem. The problem is students who apply as dependent and subse-
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quently switch Fbatus to independent specifically to increase their
eligibility for student financial aid. Again we recommend to you to
end the waste creatnd by this manipulation by prohibiting unmar-
ried nonveterans under the age of 22 without dependents from
switching dependency status.

I appreciate the opportunityy to appear before you this morning,
and I would be happy to respond to any questions that you might
have.

{Prepared statement of Thomas A. Breyer follows:]
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PPARED STATEMENT OF THOMAS A. BREYER, ILLINOIS STATE SCHOLARSHIP
COMMISSION

Mr. Chairman and Wedibers of the Subcommittee:

My name is Tom Breyer, and I am here today representing the Illinois State

Scholarship Commission.

Prior to joining the Commission, I served for three yeers as Executive

Director of the Illinois Independent Higher Education Loan Authority and for

four years prior to that, directed the administlation of financial aid programs

for the Chicago campus of Northwestern University.

The Commission was ple5sed to be irvited to appear before you today to pre-

sent testimony in correction with the reauthorization of the Higher Education

Act. As you requested, our comments today will be addressed only to matters

relating to the definition of the independent student.

In addition to serving as Illinois guarantee agency and secondary market,

the Illinois State Scholarship Commission also admin'sters tt lonetary Award

Program, the second largest state grant program in the natior Ach this year

will award approximately $123 million to over 100,000 students, after con-

sidering approximately 315,000 applicants. Roughly 40% of these recipients are

'Independent students. Because of this substantial investment and bee:lose

nois has successfully "piggybacked" the Pell Grant definitions, procedures

Iinc:d4ing validation), and central processing system for years, the

Federal defi;.ition of independence is of great importance to us.
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I have been fortunate to have been able to attend a number of the

reauthorization hearings so far, and I have heard several themes and concerns

echoed epoughout. You and your colleagues, Mr. Chairman, have spoken of the

overwhelming dominance of the federal budget deficit as an issue; of the

"hostile environment for funding;" of the need to achieve more with less. You

have spoken of the need to target more grant funds specifically to those who

truly need them most, but have made it clear that these funds must come from

sayings achieved through improved program administration, and not simply through

ever greater levels of appropriations. You have spoken cf the need to restore

integrl.:, to ow" financial aid programs by reducing waste, fraud and abuse.

You have spoken of the need to reemphasize the role of the family in the broad

partnership of those idvolyeo in the financing of higher education. And you

have asked not just for opinions, but for concrete, feasible proposals. I hope

you will find the testimony of the Commission today to be addressed specifically

toward helping this Subcommittee achieve those objectives.

The independent student definition has been an issue in student financial

aid for many years. In October of 1983, the Commission present..: testimony

before this Subcommittee on the same topic. At the time, the issue was of

great interest due to proposed Depzrtment of Education VAnge; in the definition

of independent student. Recently, interest in the definition hes been

heightened by increased demand for student aid program funds, uncertain

prospects for additional student financial aid dollars, and a renewed national

interest in preventing waste, fraud and abuse in government programs.

-2-
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This Subcommittee has already heard testimony on the subject of error in

the Pell Grant Program. Last year, the Department, in reviewing the results of

its Pell Grant Quality Control Study, concluded that wrongly claimed dependency

status was the single largest source of applicant error in 1982-83. While the

group involved is relatively small, comprising approximately six percent (6%) of

the students claiming to be independent, the dollar impact is large. The

Department estimated a net overaward of $64 million for 1982-83 resulting from

this item alone.

In addition to avoiding the waste of unintentional error, it is imperative

that the government also take additional steps to discourage deliberate

"independence of convenience," which allows students to declare themselves inde-

pendent in an attempt to increase their eligihIlity for student financial aid

and allows higher income families to absolve tnemselves of their financial

responsibilities. Reauthorization provides an opportunity to address this

problem.

It was our concern over this problem that prompted the Commission to con-

duct our research in 1983 to identify Illinoiq Pell Grant applicants who changed

their status from dependent to independent, and to analyze the impact this

change had on Pell Grant and state grant eligibility for Illinois residents.

At that time we found that, in Illinois, approximately 2,500 unmarried non-

veterans under age 22 without dependents, orover 2% of Illinois independent

student Pell Grant applicants in 1982-83, had switched dependency status from

dependent to independent. The total year-to-year increase in Pell Grant payouts

to these individuals amounted to over $1 million in Illinois alone.
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After analyzing the results of our 1983 study, the Commission was invited

to appear before this Subcommittee, at which time we urged that the Department

of Education institute a new "edit check" procedure, rather than a new defini-

tion. Specifically, we recommended that all year-to-year dependency status

changes be flagged on Pell Grant Student Aid Reports (5ARs) and that unmarried

non-veterans under the age of 22 without dependents be.prohibited from changing

their status from dependent after they have made an initial application.

Among all 1982-83 independent Illinois Pell Grant applicants, this group -

unmarried, non-veterans, under 22, no dependents - represented only 12% of the

total. However, among those who had switched dependency status from the prior

year, this group represented 43% of the total number, and accounted for over 58%

of the total increased Pell Grant payout.

The Pell Grant Quality Control Study also highlighted this group as the

primary source of incorrectly reported dependency status. Of those students

inarrectly reporting dependency status, nil 1,1re unmarried versus 74% of those

truly independent; 25% were less than 20 yers of age versus 8% of those pro-

perly classified; and 71% had no dependents versus 46% for those that truly

proved to bit self-sufficient. In other words, the bulk of the misreporting

occurred among younger, unmarried students with no dependents - exactly the

group we have targeted in our recommendation.

In the sprf.74g of 1984, the Department implemented only part of this recom-

mendation. All unmarried 1984-85 applicants whose status changed from dependeat

in 1983-84 to independent.in 1984-85 were identified, and certain of these were

selected for validation, but switching was not prohibited.

-Az



376

The Department's institution of this procedure prompted the Commission to

repeat its examination of this issue in light of actual data.

Nationally, during academic year 1984-85, the Department's limited cross-

year dependency status check system flagged only 21,600 students or approxi-

mately one percent (1%) of the 2.1 million valid independent student Pell Grant

applicants. Subsequent validation of these applications by the institutions

resulted in only 3,400 corrections. The Student Aid Index (SAI) on the average

correction increased by $250, yielding savings in 1984-85 through the Department

of Education cross-year dependency status check system of probably less than

$I million. If the cross-year dependency status check system which the

Commission proposed in 1983, and proposes again today, had been fully adopted,

the savings in 1984-85 would likely have been as much as 515 million nationally.

Initial year savings are limited by the fact that many applicants have

already switched status in prior years and cannot be "switched back."

Therefore, full savings cannot be realized for approximately three years, by

which time all enrclled students would be covered by the new policy. At that

time, we estimate that annual savings in excess of $50 million could be

achieved. By disallowing higher income families from transferring family

responsibility for paying college costs to the federal government, this signifi-

cant amount of savings could be redirected to those students who clearly need it

most.

Such a policy is feasible today. No new system would have to be developed.

Marital status, veteran status, age, and number of dependents can already be

-5-
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determined from the current data cnllected. The current, three question defini-

tion could still be utilized. And, the cross-year edit check mechanism is

already in place. While successful implementation of this program could be

achieved on a stand-alone basis, should a new test of independence be desired,

our recommendation could still be beneficial if introduced in conjunction with

a new definition, such as a two-year lookback.

We recognize the need to protect those students who are legitimately self-

...fficient, and feel that our prov7il would provide reasonable protection to

these s: --ts while curbing widespread abuses in independence of convenience.

Student., .1.10 marry, serve in the military, or who become responsible for depen-

dents are provided the legitimate opportunity to emancipate themselves finan-

cially. So, too, are those students who reach the age of 22. However, those

more traditional dependent students who seek to manipulate the system for their

own benefit will find that the system no longer invites abuse.

Chr position, our recommendation, and the evidence supporting our recommen-

dation have not changed during the last two years. The current independent

student definition is not the problem. The problem is students who apply as

dependent students and subsequently switch dependency status to independent

specifically to increase their eligibility for student financial aid. Again, we

recommend to you to end the waste created by this manipulation, by prohibiting

unmarried non-veteranG ,nder the age of 22 without dependents from switching

dependency status.

I appreciate the opportunity to appear before the Subcommittee, and I would

be happy to respond to any questions that you may have.
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Mr. FORD. Otto Reyer.

STATEMENT OF OTTO W. REYER, DIRECTOR, FINANCIAL AID,
UNIVERSITY OF CALIFORNIA, IRVINE

Mr. REYER. Thank you, Mr. Chairman. I was notified last week if
I could come back and testify during the NASFAA conference and
do not have written testimony to submit, but will answer questions.

I would make some comments regarding the California definition
itagarding student financial assistance and independence. The first
comment I would make is the history of the develooment of that
additional 2 years verification beyond the Federal criteria. The
reason behind that was a student who claimed independence in
graduate school and it was discovered that this particular student
was the child of a very top administrator in higher education in
the State of California. The student lobby then pushed for the addi-
tional 2 years of verification to go back, and that is the history
behind the additional 2 years.

I agree if you come up with any criteria it is going to be arbi-
trary, one t2.at we get to administer on the campus. And there is
nothing we love more than giving arbitrary decisions to parents as
they come in our office.

Ms. Anderson mentioned the frugality of New England. I think
we have other parts of the country that are frugal. California tries
to do it with an additional year.

At what age wc determir7, ;:,Jpendence is a big question mark. I
have a real pzoblerr. w: <, any age. If we come up with 22 or 25 or
29 or 14 or 1, I don't know what the right ;le is, and that is a
problem for me. Because we can leave out other things, also. We
say marriage is one of them that nes been discussed about. How
many 18-year-old rr rriages will we have so students can qualify
for financial aid? A. re wb. going to change ti.e morals based on this
issue?

The study of the popuiation change that you do mention is a
question mark, and I think that is one of the thing that has to
happen. I think we need to study the issue. When the change of the
22-year age criteria came out I did an analysis very quickly on our
population at the University of California, Irvine to see what the
shift was. And in my statistics the amount of need would go up,
regardless of where the funding is, a little less than 10 percent.
And an analysis of that 10 percent was rather interesting in that
the need would go up for undergraduate dependent students turn-
ing to independent students; the cssed would go down slightly for
the undergraduate independent students who would become de-
pendent; and the need would go up for the graduate dependent stu-
dent who became independent. The total dollars that we are talk-
ing about in need are $1,480,000-plus and the total change in
123,000, but it is a shift. It is not that much of a difference in total
dollars, but it shifts as to who is receiving the dollars. And I think
we need to know what those shifts are before we determine what
the policy is. We need to know what the effects of that change
might be on our students.

This is just an aggregate study that I did. It didn't determine
whether that change would affect certain populations within the
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university. I think if there is one recommendation I would make it
would be to study the issue more than anything else.

I will answer anv questions.
Mr. FORD. Thank you. Ms. Anderson, I notice in your testimony

that what you came down to was what I had heard was a real
tough system which qualified 90 percent of the people that the Fed-
eral system qualified. Isn't that what you said? So, in effect, if we

iid your Vermont test as a Federal test, we would knock out
lu percent of the students in Vermont?

Ms. ANDERSON. If I may reply briefly to that, Mr. Chairman. I
think that is a conservative figure. The figures that I am present-
ing to you do indeed show that 10 percent. The reason I say that it
is conservative is this is a longstanding program in Vermont. In
other words, by osmosis people know not to apply for independent
students status through high school guidance counselors, financial
aid officersare all aware of the Vermont definition. So I think
that fewer people in Vermont apply as self-supporting than would
be the case in other States that do not have a State definition in
place that is more restrictive.

Mr. JEFFORDS. If the gentleman would yield here, I would point
out that in your testimony only 18 percent of our grant recipients
are deemed independent students versus what appears to be an av-
erage now of close to 40 '.,%t,rcent. I would also point out that Ver-
mont has one of the imvP,st per capita incomes in the country and
one of the highest col,,;:.1 P":)t. institutions. So there is an interesting
contradiction, that 00 Ot to be explored.

Mr. FORD. When yti iire talking about the part to which you
apply the Vermont t, is that State money?

MS. ANDERSON. Yez.c.
Mr. FORD. Do you give that money to a Vermont resident who

goes to Massachw-gts to college?
MS. ANDERSON. Yes, we do, sir.
Mr. FORD. So that includes all college aid whether they attend

school in Vermont or not?
Ms. ANDERSON. Well, the test, 2-year look-back, applies only to

the Vermont State grant funds. The institutions needless to say,
some institutions have very rigid definitions and under the Uni-
form Methodology.

Mr. FORD. Does Vermont grant funds go to a student who goes to
Harvard?
MS. ANDERSON. Absolutely.
Mr. FORD. All right. So it does apply to any student from Ver-

mont who receives money from that fund?
MS. ANDERSON. Absolutely.
Mr. FORD. Mr. Gladieux, could you tell us who wrote the study

that you quoted from that was delivered at NASFAA? I would like
to look at it.

Mr. GLADIEUX. Yes. It was conducted by Stewart Bethune. He is
at the University of North Carolina, Chapel Hill. And he presented
the results yesterday at the convention of NASFAA. He presented
a number of tables on characteristics of independent students in
the sample.

Mr. FORD. Well, the thing that catches my eye is that his sample
was 2,000 students. There are 12 million out there, 6 million of
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them getting aid. Two thousand leaves me a little concerned about
what kind of a sample 2,000 selected in any manner of random
sample is out of a sampling that big. That is why I would like to
look at the study and see if he just took a handy 2,000 or did he
take somebody's statistically computed random sample in a fashion
that would project it with a plus or minus--

Mr. GIAMEUX. It was only suggestive, but it was a very systemat-
ic sample.

Mr. FORD. But you see a systematic poll of 2,000 people isn't
going to tell you a thing unless the person who puts that sample
together for you knows how to pick the 2,000 people so that they
will be, in fact, representative of the broader population that you
are trying to sample the facts on. If you could do it by 2,000, we
could save a couple billion dollars every 10 years in taking the
census. We don't go through the agony we go through every 10
years because everybody likes to spend the money and it is fun; it
is because nobody has been able to figure out how to do that statis-
tically. Ar d even the topnotch pollsters will tell us when they come
into our congressional district we can tell you plus or minus 5 per-
cent how people feel about a given issue, but you have got to let us
study the population first so that we can determine what a statisti-
cally valid size the sample will have to be and then how it will
have to be selected. They don't just go out and grab the first 1,000
people they can find at a supermarket. They deliberately scatter it
around so that they feel on the basis of what they as professionals
can analyze will do it.

And I would like to look at it because he reached another conclu-
sion that went a little further than yours. You said that out of the
2,000 he found that 10 percent of the independents had conspired
with their parents or at least discussed with their parents changing
the parents' treatment of their tax deduction. So that means 5 per-
cent of the total students did that. In other words, only 5 percent of
all of the students getting aid, if you extrapolate it out, would have
engaged in that practice. Now, I don't acknowledge that 5 percent
is not serious, but it doesn't look as bad as 10 percent does. And
when you look at the universe of the student population, all he was
able to conclude was of those who had succeeded in attaining inde-
pendent status, 10 percent of those out of his 2,000, that had been a
factor in it.

The other thing I would like to ask you is whether any of you
know if anybody has done any demographic studies that would tell
us anything or do we have to get it constructed for us by census
and the Library of Congress 1:-.-un scretch, that would tell us any-
thing about the characteristics of these age cohorts we are talking
about?

Ms. ANDERSON. If I may respond to that, Mr. Chairman. We are
in the process of doing enrollment projections in Vermont, and we
are looking at exactly those variables. We are going to the current
population statistics and are in the process of ferreting out what
the population is going to look like both on an age level and gender
level 10 years down the road. I would be happy to share that with
the committee when we have the results.

Mr. FoRn. Earlier in the hearings we touched on the subject of
child care. We had representatives of major women's groups who
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delivered into this record substantial volumes of studies showing
that indeed the characteristics of female college students have
changed and there are more single parent females in college and
that is the reason why they say we need to put more attention on
getting day care facilities to provide for even more who would be in
college but they have no place to leave their child.

That is something that nobody was even talking about 5 or 10
years ago. And to the people who were here before the committee
it was an important demographic change that was taking place in
the present and anticipated student population in the country that
they wish to draw our attention to. And I think we have to ask
somebody that can at least with some degree of precision look at
the numbers that are already available. The 1980 census is really
marvelous in the detail that it contains and the ability to extract
that detail quickly through talking tc the computer. We are going
to ask them to design for us some kind of a quick study they can do
on the basis of what is already in that and then try to apply that to
the age populations.

Frankly, I don't see that if we adopted NASFAA's original pro-
posal, which they now seem to have some discussion about, and
change the age to 25, I would find that offensive in any way except
the problem of people immediately seizing on the idea that that
was going to increase the paperwork burden by increasing the uni-
verse of people who are subjected to the specific analysis. But I
don't find the age 22 magic or in any way really preferable if you
have the practical kinds of other factors in there that are in ACE's
proposal and NASFAA's original proposal. I get very nervous about
age 22 or 21. But 25 doesn't bother me if it has those other factors
taken into account. And I suppose we can determine really how
many people you are talking about adding to the process between
22 and 25.

The reason that 22 has become so commonly referred to here is
that that is the point the administration started out with. And
they started out with that with a budget they sent up here that
claimed that if you adopted age 22 you would save all kinds of
money. Now you wouldn't shift all kinds of money to needy stu-
dents, you just get rid of that expense for the Government. And so
immediately we looked at 22 and said, well, if you are going to take
that much money away from students by using age 22, we better
have a close look at this.

What ACE and others have come up with is a way to use the ad-
ministration's desired age of 22 in a very practical way. And while
you didn't comment favorably upon that, I would ask you would
your mind change if we took their criteria other than age and used
your age 25?

Mr. GLADIEUX. If I understand your question, I would go along
with the recommendation of ACE and several groups for age 22
and below. I just don't agree with the total emancipation over age
22. I would push that up to 25, and yes, I would go along.

I think there is substantial agreement on the principle of age cri-
teria. I think age 22 does have more currency than just having
been proposed by the administration. Simply the fact that ages 18
to 22 are the traditional years spanning undergraduate educa-
tion
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Mr. FORD. Oh, I worry whenever I hear "the traditional years"
because the numbers aren't there. Undergraduates now at Wayne
University in Detroit average 28 years old. Undergraduates. So you
know, that is the average age. That means that half of them are
above that age. That is one of the principal State universities of
our State. It is an urban university, and you won't find that to be
too uncommon in the big urban centers. One reason is that people
who started working when they were 18 in Michigan saw their jobs
disappear to Japan and other places.

Now I want to ask you about this idea of prohibiting a change in
status after a student starts. At first I thought when you said after
the initial choice that you were talking about a current school
year, but I gather that what you are really saying is that, if you
start as a freshman as a dependent student, you are presumed to
stay dependent for your whole career?

Mr. BREYER. Correct. Or until you meet some of those criteriawhich
Mr. PORD. Under what circumstances could you allow someone to

shift during college years from dependent to independent?
Mr. BREYER. We would permit it if they became married, if they

went into the military, if they had became responsible for a de-
pendent of their own, or if they reached the again somewhat arbi-
trary age of 22. But again I would like to emphasize

Mr. FORD. Now you talked about a study. How many of the
people at the same time they change from dependent to independ-
ent also change schools?

Mr. BREYER. I couldn't tell you that.
Mr. FORD. Well, for example, I am going to a nice cheap commu-

nity college that I can get to by public transportation. I get the
bug, and I say, "Dad, I want to go to the State University." He
says, "I can't afford it. You bum, you're getting a good enough edu-
cation at the community college. You want to go up to Michigan
and live in a dormitory, drink beer, and be a college boy, do it on
your own." Now what do we do for him? Tell him he can't go to
Michigan? He didn't know about Federal aid when he started the
community college. He discovers the Federal aid after he is there.
And if you ask him when he started, he says, "Sure, the old man
says I can live at home, put my feet under the table, use the car on
Saturday nights as long as I keep my nose clean and stay out of
trouble?' So he is being supported by the family in his educational
opportunity. But if he makes a choice that the family feels is put-
ting too much strain on them, they say, "Buster, you're on your
own." Now what do we do about him?

Mr. BREYER. Well, I think this is a problem that exists and exists
certainly apart from our recommendation. You talked about other
cases earlier

Mr. FORD. I understand that. But would you not want to permit a
student aid offizer at the University of Michigan to talk to the stu-
dent and find out this was the case?

Mr. BREYER. I would say that first of all this is a matter of choice
and it is more a family problem than a financial aid problem. The
student upon meeting certain other criteria, maybe the student hasto go

Mr. FoRn. All right, let me give you another example.
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Mr. BREYER. Sure.
Mr. FORD. And this one is very common in my district and Mr.

Dingell's.
A steelworker, 25 to 30 years' seniority making $35,000 to

$40,000 a year. The steel mill is shut, gone never to return. And
that happens in the middle of your college career. Would you
change the status then? The ability of that parent to help a child
in college just absolutely disappears, just like a bankruptcy of a
small businessman. What about that kind of a change?

Mr. BREYER. I think that would be reflected more so than the
first case. The cornerstone of financial aid is looking at ability to
pay rather than willingness to pay. In the first instance you had a
case where there may have been ability but there was not a will-
ingness, and that is very difficult for us to address. In the second
case there was a clear change in the ability of that family to pay.

Mr. FORD. Under the present system it doesn't show up. Because
if you now would extend it to 3 years and for the previous 3 years
that working father making $35,000 to $40,000 a year was declaring
that. person as a dependent, and now something happened. There
was no choice exercised by either the student or the family. Now
should the system be blind to that kind of a happening and say,
"Well, I'm sorry. You were dependent on a working father when
you came to school but the fact that he is dead, for all intents and
purposes, because his ability to earn money is gone, is of no conse-
quence to us"?

Mr. BREYER. It is not blind to that. It does not take it into ac-
count in that it will change the student's dependency status from
dependent to independent. It will still consider the student depend-
ent. However, the parental contribution will drop as the family
income drops. So where previously that family may have been ex-
pected to contribute $3,000 out of that fairly comfortable income,
when that income drops Ulf: expected family contribution can drop
accordingly. So while they may still be considered

Mr. FORD. Except that the family contribution tax is not that
sensitive.

Mr. BREYER. I think if the parent is unemployed---
Mr. FORD. What we are talking about here is that it is not the

family contribution schedule that shifts the money around, it is the
status of dependency or independency that shifts the most money
rapidly. And that is a far more important factor than adjusting
family income down on that taxing base, isn't it?

Mr. BREYER. Generally the shift from dependent to independent
is almost invariably a very dramatic shift because you are taking
the family's entire income, excluding it; and if the student is at-
tending school full time, probably has very little income of their
own. When you take a student who is dependent but has a change
in family income circumstances, you are going to get a whole rain-
bow of experiences as to how dramatic that shift is. However, if the
shift in family income were from $35,000 down to nothing or from
$35,000 to $12,000, if that individual took a part-time evening main-
tenance position, I think you would find that the system would
indeed for that specific individual show a very dramatic reduction
in expected family contribution.
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Mr. FORD. I don't want to take any more time, but when we were
in Mr. Tauke's district in Iowa the phenomenon of the foreclosures
of Iowa farms was brought in by a discussion I had with students
who told me about the impact it was having on kids in school
where the farm was still an asset. Even though the sheriff had
posted the papers and they were going to take it away and sell it
for less than the amount of money that was owed on it, the family
still had assets. For all intents and purposes, they were on their
way to the poorhouse because all of their assets were outweighed
by their indebtedness, and that is the disaster that has occurred
out there. They are all overnot all, but many of them are over-
borrowed on the true market value of the asset that is a security.

I can't see how we could safely write a prohibition such as you
suggest that would not let anybody take into account those kind of
variables that occur during a lifetime. You know, I went from
being a happy-go-lucky young veteran with a working father in my
freshman year of high school to returning to Michigan to become a
substitute for my father in helping to support the family and work-
ing in a factory and going to Wayne University just because he
died. We didn't have to choose that change in my college career.
And when you talk about college as 4 short years where not much
in your life changes, it really frightens somebody like me because
your life can change very dramatically in that 4 years. And you
just look at your friends and acquaintances around you, the rea-
sons why they shift from one school to another are more important
considerations generally than just a kind of a whim.

Mr. BREYER. I think our policy does recognize certain exceptions,
which I have already indicated, that are major changes in the life
of the student, and the current system contains a mechanism for
dealing with a number of special conditions such as loss of job on
the part of the parent, death of a parent. I am not saying in any
way that we should circumvent that. I think the same kinds of spe-
cial conditions should be dealt with, and in terms of maintaining a
dependency on the parents but effectively having the expected con-
tribution drop precipitously, I think we have provided adequate ex-
ceptions for those students who legitimately do become self-suffi-
cient to emancipate themselves. And by age 22 everyone would at
least be given the opportunity to emancipate themselves, although
we would not provide, again, blanket emancipation.

Mr. FORD. Getting married for emancipation is an interesting
kind of a contradiction in terms. [Laughter.]

Mr. BREYER. Emancipated from their parents.
Mr. FORD. Mr. Coleman?
Mr. COLEMAN. Mr. Gladieux, your testimony is very interesting. I

was looking at your distribution by ages. When you are suggesting
that 25 years be the cutoff point and you have a subclass of 23 to
30, I assume that there was no distinction between the 23-, 24-, and
25-year-olds in that subgroup that would have skewed one way or
another differently than one would see there?

Mr. GLADIEUX. The data from the Pell program was bracketed
that way and that is the way I presented it. I was not able to ex-
trapolate anything from that data that led me to the age 25 break
in my proposal. It might be worth looking at, though.
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Mr. COLEMAN. Well, if you see anything, if you want to go back
to the computer and if you see anything differently, let us know.

Mr. GLADIEUX. I think it exists and we could get it.
Mr. COLEMAN. Thank you.
Mr. FORD. Mr. Jeffords.
Mr. JEFFORDS. Thank you, Mr. Chairman.
First of all, I think there is another study that we might like to

take a look at which was conducted by the American Council on
Education and by some researchers. And again I would agree with
you that we ought to check on how the sample was taken. It was
done by Scott Miller, which indicates, interestingly, that when you
examine the source of money for independent students versus de-
pendent students there is about a $3,000 to $4,000 unexplainable
student contribution from independent students, on an average,
coming from somewherewhich again is another indication that
there may be some inflow from the family or other source which
should be looked at.

I would like to make that a part of the record so we can take a
look into that matter as well.

[Material appears at end of hearing.]
I would like to comment on the situation which we are examin-

ing here, the arbitrary age circumstances, and point out that it
seems to me we are faced with some alternatives. One is to clearly
establish some rules and expectations of parents and live with the
ramifications. The other is to defined the exceptions if we want to
do that.

I hope we consider trying to define the social policies we now
have. Marriage I admit is an interesting one. In this day and age, it
is not bad to have one which will promote marriages. We seem to
have enough Federal policies that promote the opposite. Maybe it
would be a good idea to have one that promoted marriage.

We have had some interesting testimony today. And, Britta, I
want to thank you especially, and Ron Iverson, for all the help you
have given to me and Senator Stafford in trying to understand
what is going on here and to, hopefully, better define that policy.

I would ask Mr. Reyer and Ms. Anderson whether or not you
have or need exceptions as was pointed out by the chairman of the
committee? It seems to me that if you go the 2- or the 3-year look-
back route, for administrative ease that makes it a fairly good
system to use, but that you perhaps should cast the burden on
someone who thinks they are in need of an exception. Under the
circumstances of the chairman to then have the burden of coming
forward and say, "OK, I wasn't taken as a dependent for 2 to 3
years back; however, circumstances have changed," or in those
areas where there is a switch in status that there is some reason
given. Do you have those kinds of safety valves involved or should
we build one into a policy?

Ms. ANDERSON. Yes, we do. They are not in our written policy,
per se, and perhaps they ought to be. But let me explain briefly
how they work out.

In Vermont, our policy is that we do not subsidize marriages.
And less people misunderstand that, the fact that a person under
22 years of age gets married does not automatically ensure that
they will be deemed independent for student aid purposes. We con-
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tinue to look back and see what their parents are able to contrib-
ute. We only look back 1 year instead of going back 2 years. That is
our concession in that particular area.

We also have an informal--
Mr. FORD. You are not going to promote a lot of marriages in

Vermont. [Laughter.]
Ms. ANDERSON [continuing]. We also have an informal age cutoff

of age 25 at which point we no longer ask for the parental informa-
tion, and I think that that is something could perhaps be formal-
ized, but that is, in fact, how it works out. And as I alluded to final-
ly in my testimony, what we do is we realize that we are dealing
with people at all times. We are not dealing with numbers. We are
not dealing with a Social Security. We are dealing with people who
may have extreme hardships who may, as the chairman alluded to,
have lost their livelihood entirely, who may be in circumstances
such that there is no way for them to obtain an education unless
the funds are made available either through a change in the defini-
tion of their dependency status or a change in the amount of aid
that they are eligible for. We call that financial aid judgment, and
I think that it is very important that any legislation that this Con-
gress passes on this issue has a safety valve built into it that will
allow for the student aid officer or for the person who is working
on the State level or in the Department of Education, if you will,
to, based on responsible judgment by the person who distributes
the aid, there is a mechanism for waiving some fairly strict re-
quirements.

Now it is always difficult to assume that this is always going to
be applied equitably across the board. But, unless we have that we
are putting I think the youth and the older people of our country
in a position that we cannot really defend.

Mr. JEFFORDS. Thank you. Just one follow-up. I know you are
going into this statistical information, but do you have any break-
down by age of the 18 percent that are independent students?

Ms. ANDERSON. I will be most happy to provide that to the com-
mittee. I do not have that with me, but I will be happy to forward
that information.

Mr. JEFFORDS. And do you have any reason why Vermont's per-
centage of those applying is so much lower than the national aver-
age?

Ms. ANDERSON. Well, looking at our Pell grant applications as
well as our Vermont incentive grant applications, we have a much
lower percentage applying as independent students in Vermont
than the national figures seem to indicate. I think the reason for
that is that the policy has been in place for a long time and, as I
mentioned before, the realization on the part of parents and also
on the part of financial aid officials is that this 2-year look-back is
being scrutinized very carefully. It is being verified through taxes,
and there is just no way to get around it. So that is myyou have
in effect a policy that has seen an implementation period of a long
time and it has become part and parcel of the financial aid process.
I think that is the primary reason.

I think that on a demographic level, and we will certainly look at
that, I think that our population pretty much mirrors the rest of
the country in terms of age groups, et cetera, et cetera. But that
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might also have some impact and we will look at that. I would be
happy to forward that.

Mr. JEFFORDS. I appreciate the pat on the back for Vermont, but
I would like to point out that if you are correct in your analysis
what kind of a condemnation is that for the rest of the country.
There is some other explanation than that one you give. And I do
realize that our parents are more wonderful than any other people
in the world, but there may be another explanation.

Mr. Reyer, would you comment, please?
Mr. REYER. With regard to the safety net, it is difficult on the

Federal criteria because it is pretty cut and dried. The State crite-
ria gives us a little more flexibility. And then we get down to the
institutional level, as Ms. Anderson says, we deal with people, we
don't deal with your criteria. For some reason the people actually
show up in our offices. And the concern that I would have is there
is many times it is going to be a professional judgment call. The
question of the student who comes in and says that the mother and
father will no longer supply support because of the living arrange-
ments he or she has made at the university, now all of a. sudden
support is not flowing from the parents' home. Is that a Irt.kason for
independence? I don't know. For some people it is. For vt...1W people
it isn't. It depends on your moral judgment.

We also have the student who does come in with that particular
situation that is a real problem. You have abuse at home: You
have all kinds of problems that do arise. Those students we at the
University of California are going to make sure get support. It may
not come from the Federal Government. It may not come from the
State government. But it certainly is going to come from the uni-
versity because those problems are there. And we document them.
And we have to document them for our own money because we
want to make sure that that dollar is going to support students.

But you get into so many gray areas in the office as to who you
are trying, you know, to support in terms of student aid. The stu-
dent that comes in and says at 17 years old, "Here I am at the uni-
versit . I am independent."

"What do you mean you're independent?"
"I left home. I am now independent."
And then you go through the long explanation. A lot of questions

arise. And I am not so sure we can make decisions on age criteria
or the current criteria. I am not so sure it has been studied enough
to know what it is, and I have been in the field for 13 years. When
I go out to parents one of the first questions that comes up:` How do
I make my son or daughter independent? It comes a lot, it really
does. It is out there.

Mr. JEFFORDS. Thank you very much.
I have just one final comment. I think that it is important for

usto establish what the rules and regulations are and what the
expectations are for parents for the immediate future. Further, I
would like to say that as we into the year of the time of tax reform,
which may or may not ever occur, it is time for us to be thinking
not only about what we are spending on the budget, but to see
what we can do. Let me point out that from my analysis education
right now, directly and iDdirectly, across the board is getting some
$22 billion in tax expenditures. Under Treasury II that drops to
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about $2 billion. We have about $20 billion in there that we ought
to be willing to spend in some way. And I would just offer a chal-
lenge to you to come hack with some ideas as to how we can spend
our $20 billion before we pass out tax reform. And I issue that
challenge to anyone in the room here.

I plan to try and do it. I have never had such an opportunity to
do anything like that before.

I think we are in a very difficult area, but I think it is an area
that needs our attention, not only just for the immediate reauthor-
ization but as we move into the decade and century ahead. Thank
you very much.

Mr. FORD. Thank you.
Ms. Anderson, I am particularly impressed with the importance

of any statistical studies that you are doing because Vermont is
probably the most overrepresented State in the country when it
comes to making higher education policy. [Laughter.]

Half of the reason is sitting over there, and the other half sits on
the other side.of the Capitol.

I wish you would look at some of the things that Jim has sug-
gested. How much of your student population compared to the na-
tional average is minority population? And how many of your stu-
dents live away from home while they are going to school com-
pared to the national average? Things of that kind. What makes
Vermont appear to be unique other than numbers? What really
lies behind the numbers? If you drop the idea that there is a moral
difference or put that aside a little bit and start looking for the
others, what are they?

Ms. ANDERSON. May I just briefly comment, Mr. Chairman?
Mr. FORD. The difference between 18 and 50 percent cannot be

accounted for by cheaters.
Ms. ANDERSON. That is correct. But less I have given the impres-

sion that we have a cloud with a silver lining in Vermont, I think
that the reason that I wanted to give and wanted to state for the
changes and the differences is not that people necessarily are
angels in the State, but rather that the enforcement procedures as
such and have been such over the years that. people through word
of mouthit is a small State, half a million peoplehave generally
become discouraged in terms of trying to accomplish something
which they knew they would get caught at eventually. And when
we realize that we are dealing with a very small population, I cer-
tainly take your comment and very seriously and will be happy to
provide information as to the demographics. While we have no sub-
stantial minorities in the State, we are what I consider a relatively
poor State, not to say very poor State, and although minority prob-
lems are not necessarily exactly the same, the poverty problems
certainly mirror those of the rest of the country, if they are not
exacerbated in Vermont.

We will be happy to provide any and all help that we can on any
of the issues that are going through on the reauthorization, and
certainly we will be in touch with both you and your staff as we
move along.

Thank you.
Mr. FORD. Thank you.
Mr. Bruce?
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Mr. BRUCE. No questions for the panel. It is very informative.
Mr. FORD. All right. We move along to the next panel. Thank

you very much for your help.
Jerry Donaway, president of the National Accrediting Commis-

sion of Cosmetology Arts and Sciences; and Mary Jane Bond, finan-
cial aid director, Wayne County Community College.

Mr. Donaway?

STATEMENT OF JERALD W. DONAWAY, PRESIDENT, NATIONAL
ACCREDITING COMMISSION OF COSMETOLOGY ARTS AND SCI-
ENCES, REPRESENTING AMERICAN COUNCIL ON COSMETOLO-
GY EDUCATION
Mr. DONAWAY. Thank you, Mr. Chairman.
I am Jerald Donaway, president of the National Accrediting

Commission of Cosmetology Arts and Sciences, or [NACCAS].
NACCAS has been recognized by the U.S. Department of Education
for more than 15 years and currently accredits more than 1,500
cosmetology schools.

Mr. Chairman, NACCAS appreciates the opportunity to present
its view on the ability-to-benefit criterion for a student's admission
to and qualification for financial aid. The administration has rec-
ommended elimination of this category of financial aid recipient.
NACCAS vigorously disagrees. Congress was indeed correct in de-
termining that some students without a high school diploma or its
equivalent can benefit from postsecondary education and that these
students should be given the opportunity for postsecondary educa-
tion afforded them only by the availability of Federal student fi-
nancial aid.

In NACCAS' experienced view, the ATB student has the most to
gain from vocational postsecondary education. Conversely, these
students and society in general have a great deal to lose if this cri-
terion is abandoned. Eliminating this class of student will disen-
franchise hundreds of thousands of students from Federal aid to
education, deprive the most needy sector of postsecondary educa-
tion of financial assistance, prevent institutions from even attempt-
ing to educate such students without financial aid unless they wish
to forego any title IV aid, and yet not improve the Pell grant ad-
ministration, nor student loan defaults, nor any other institutional
problem in the slightest.

If there are problems within the institutions in the administra-
tion of Federal financial aid, then Congress, the Department of
Education, and the accrediting commission should work together to
cure these problems. Such problems should not automatically cut
off desperately needy students from student financial aid.

Mr. Chairman, who are these students? These students are pre-
dominantly economically disadvantaged individuals who therefore
have the greater need for both education and financial aid. Statis-
tics show that there are millions of individuals who potentially
qualify for Federal financial aid under the ATB criterion and who
would be capriciously excluded from such aid by the limitation of
that criterion. Included in this group are both young, nonhigh
school graduates as well as nontraditional students. And I know
you have heard a lot of testimony about those in the last few days.
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Hundreds of thousands of students are currently admitted as
ATB students in proprietary postsecondary tax-paying educational
institutions. Based upon recent surveys, AICS estimates that ap-
proximately 125,000 students in their institutions were admitted
under the ATB standard. NATI'S estimated that approximately
89,000 of their students are ATB. And NACCAS projects that
almost 46,000 of the total number of students enrolled in cosmetol-
ogy schools, or more than 30 percent of our enrollment, are admit-
ted as ATB students.

A recent survey by the National Commission on Student Finan-
cial Assistance showed that aid recipients in proprietary schools
were predominantly single, low-income, minority women. The
survey demonstrated that Pell grants were the single largest
source of financial assistance for students at NACCAS and AICS
schools. Furthermore, the study concluded that as a group aid re-
cipients at proprietary schools seem to be the least advantaged in
the postsecondary sector.

The data in those studies evidences that ATB students are at the
same time the most in need of financial aid and the best able to
benefit both themselves and society through a postsecondary educa-
tion.

As noted, Cor :grew has mandated that ATB criterion is an educa-
tional determination, not a statistical litmus test. Congress wisely
decided that no formula has ever been developed which can infalli-
bly predict success in postsecondary education.

NACCAS-accredited schools use several methods to make the de-
termination that students do indeed have the ability to benefit, in-
cluding tests, interviews, letters of recommendation, minimum
schooling requirements, probationary periods, referral by State
agencies, and the taking of remedial courses. The cosmetology in-
dustry has developed a series of aptitude tests which are accepted
and used nationwide.

NACCAS is convinced, as was Congress, that determination by
proprietary schools of the ability-to-benefit admission are sound
educational policy decisions which enable tens of thousands of stu-
dents who would not otherwise have an expectation of postsecond-
ary education to pursue such a course of training.

NACCAS also strongly disagrees with the conclusions and recom-
mendations advanced by the General Accounting Office in its 1984
report. The GAO's findings and recommendations are predicated
on an analysis which is superficial, one dimensional and unrealistic
in the extreme. The GAO based its conclusions solely on its asser-
tion that ability-to-benefit ones had a higher dropout rate than stu-
dents with a high school diploma or GED certificate. And I believe
the panel behind me will discuss that in more detail for you today.

Dropout rates, particularly when measured at only one point in
time, provide little information about a school's admission require-
ments and practices. An analysis which relies upon dropout rates
without determining the reasons for failure to complete training
does a disservice to both the students and the institutions because
it fails to consider whether the students or institutions have been
subjected to circumstances beyond their control. There are numer-
ous reasons why students may not complete training. Reasons
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which the GAO completely ignored. For this reason alone, the GAO
analysis is highly superficial.

The GAO report is defective in a second respect. The report fails
to put dropout rates in their proper educational context. Dropout
rates must be examined in light of the population which is the sub-
ject of the analysis and in comparison with dropout rates in other
types of postsecondary education. Students in private vocational
training are generally considered to be high risk, and this is espe-
cially true of the ATB student. ATB students should not, perhaps,
be expected to complete training at the same rate as students with
high school diplomas. Nevertheless, Congress specicically recog-
nized that many economically and socially disadvantaged students
have the potential to benefit from postsecondary education and
that opportunity should not be denied to them.

Even assuming that the GAO's finding is accurate, as compared
to completion rates at other types of postsecondary education
schools, this rate is not so low as to demonstrate, without more, a
need for more stringent admission requirements or indeed the
elimination of the entire ATB criterion. In occupational programs
offered by noncollegiate, noncorrespondence postsecondary educa-
tion schools the average completion rate was found to be 53.7 per-
cent, private proprietary institutions had a 61 percent completion
rate, and public institutions had a rate of 37 percent. Taken in the
context of the dropout rates for other postsecondary education sec-
tors, the dropout rate asserted by the GAO is certainly a matter of
concern to us all, but is not so out of line that a Draconian termi-
nation of the ATB criterion is necessary.

The recommendations of the GAO are unrealistic and they imply
that there exist a magic formula by which an institution can iden-
tify in advance students who would complete training. As an ac-
crediting agency, NACCAS must be guided by reality. Some stu-
dents expected by test results will succeed, some will not. Some
predicted by tests to fail will become successful.

For the foregoing reasons, neither the conclusions reached by the
GAO nor the recommendations flowing therefrom are valid. More
important, the superficial analysis conducted by the GAO does not
justify disenfranchising hundreds of thousands of students from
Federal financial aid or admission to postsecondary education.

NACCAS also cannot overstate its opposition to the administra-
tion's recommendation to eliminate this category. This recommen-
dation is unnecessary overkill, is contrary to early administration
statements, and indeed penalizes students for institutional errors.
Even if one accepts the administration's allegations of abuses, their
recommendation to abolish this classification is Draconian. Fur-
thermere, the gossamer promise that undefined abuses will be re-
duced is certainly not sufficient to justify to disqualify very needy
students from financial aid. Put another way, the suggestion that
the only sure way to prevent abuses in financial aid is never to
provide any aid at all is a solution NACCAS finds to be absolutely
unacceptable.

NACCAS has a final simple reason why it opposes the adminis-
tration's recommendation, and that is that hundreds of thousands
of students would be disenfranchised from the student aid pro-
grams. The students in this group are, as we have shown, the most
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in need of a leg up in our society. The social benefits of educating a
high school dropout so that he or she is a productive, employable,
tax-paying citizen are undeniable. To eliminate this group from
Federal aid to education is to sound the death knell for equal
access. NACCAS schools have been educating high risk students for
entry-level jobs for decades, and they do their job well. Now is not
the time to turn our back on those who need our help the most.

Thank you, Mr. Chairman.
Mr. FORD. Thank you very much.
[Prepared statement of Jerald Donaway followsq
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PREPARED STATEMENT OF JERALD W. DONAWAY, PRESIDENT, NACCAS, NATIONAL
ACCREDITING COMMISSION OF COSMETOLOGY ARTS AND SCIENCES

Mr. Chairman, I am Jerald W. Donaway, President of the

National Accrediting Commission of Cosmetology Arts and Sciences

(*NACCA5'). NACCAS was established in 1968 and has been

recognized bI the Department of Education as an accrediting

agency for cosmetology schools since 1970.

Approxim...3 1F 1,50C schools are currently accredited by the

Commission. Thes schools have a combined enrollment of over

100,000 students representing a broad spectrum of racial, eco-

nomic, and social backgrounds. The schools accredited by NACCAS

are tax-paying, private voeational institutions. Although the

majority are corporations, there are also numerous partnerships,

sole proprietorships, as well as family owned and operated

schools. As is the case with all non-public institutions, the

schools are either entirely or primarily dependent on tuition in

order to operate.

NACCAS offers institutional accreditation. That means that

all of the courses which train students in the cosmetic treatment

of hair, skin, and nails are closely evaluated as part of the

accreditation process. Through this accreditation program,

NACCAS discharges its duty to the government, public, students,

and schools to ensure that cosmetology education is of high

quality and worthy of public trust and confidence.

Mr. Chairman, NACCAS appreciates the opportunity to present

its views on the "ability to benefit" ("ATB") criterion for a

student's admission and qualification for financial aid. The

Administration has recommended elimination of this category of
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financial aid recipient. NACCAS vigorously disagrees. Congress

was correct in determining that game students without a high

school diploma or its equivalent aan benefit fram postseconclary

education and that these student* should be given the opportunity

for postsecondary education afforded to them only by the avail-

ability of federal financial aid.

In NACCAS experienced view, the ATB student has the most to

gain from vocational postsecondary education. Conversely, these

students and society in general have a great deal to lose if the

ATB criterion is abandoned. Eliminating this class of student

will disenfranchise hundreds of thousands of students from

federal aid to education, deprive the most needy sector of

postsecondary education of financial assistance, prevent institu-

tions from even attempting to educate such Students without

finlncial aid unless they wish to forego any Title IV aid, and

yet not improve Pell grant administration, nor student loan

defaults, nor any other institutional problem in the slightest.

If there are problems with institutions in the administra-

tion of federal financial aid, then Congress, the Department of

Education, and accrediting agencies should work together to cure

those problems. Such problems should not automatically cut off

desperately needy students fram financial aid.

Legislative History of Ability to Benefit

Current law provides that a proprietary instftution quali-

fies as an "institution of higher education" and that its

students may receive federal financial aid. These institutions
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may admit as regular students 'persons who are beyond the age of

compulsory school attendance in the state in which the

institution is located and who have the ability to benefit from

the training offered by the institution."- 20 U.S.C. 5 1088,

5 1141 (1984) (emphasis added). Department of Education regula-

tions require that an institution which admits such AID students

must °develop and consistently apply criteria for determining

whether these students have the ability to benefit from the

education and training offered.' In addition, '[a)21 institution

must be able to demonstrate, upon request of the Secretary, that

these students have the ability to benefit." Student Assistance

General Provisions, 34 C.P.A. S 668.6 (1984) (emphasis added).

The inclusion of the ATH classification represented a significant

advance in preexisting higher education law.

Prior to 1976, a school qualified as an "institution of

higher education" under the Higher Education Act of 1965, as

amended, and its students were eligible to receive financial aid,

if that institution admitted "as regular students only persons

having a certificate of education from high school or the recog-

nized equivalent of such a certificate." Higher Education Act,

S 1201 86 Stat. 260 (1972) (current version at 20 U.S.C. 5 1141

(a) (1984)) (emphasis added). In the Education Amendments of 1976

(Pub. L. 94-482, Oct. 12, 1976, 90 Stat. 2167), Congress speci-

fically included within the definit, ,,';ools which admit as

regular students persons who are beyo,.. ,,he age of compulsory

school attendance in the state where the institution is located,

and who have the ability to benefit from the training offered by
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the institution. The Committee on Education and Labor said at

that time that 'such 'ability to benefit is, of course, a matter

for the institution, and not the Commissioner, to determine.'

H.R. Rep. No. 1086, 94th Cong., 28 Sess. 23 (1976). Furthermore,

the Conference Report stated: 'by adopting this change in the

Higher Education Act, the Conference Report will reflect what

states have already decided and reflect the fact that many

individuals who have not completed the formal requirements for

high school are nevertheless qualified for and could benefit from

various kinds of postsecondary education." H.R. Rep. No. 1701,

94th Cong. 2d Sess. 209 (1976).

In the Middle income Student Assistance Act enacted in 1978,

the Congress clarified that the ATH classification was intended

to apply to proprietary institutions. Pub. L. 95-566, Nov. 1,

1978, 92 Stat. 2402.

Regulations were promulgated in 1979 by the Department of

Education which would have requir d that "(a)n institution must

document a student's ability to benefit from the training offered

on the basis of a standardized test, other measurement instru-

ment, practicum examination, or other verifiable indicators such

as written recommendations from professional educators,

counselors, or persons '",o are not employed or affiliated with

the institution . . ." 44 Fed. Reg. 5261 (January 25, 1979).

These regulations contravened the Education and Labor Committee's

clear intention that determination of a student's ability to

benefit is an educational determination which may be guided by
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such criteria as tests but which is not capable of being reduced

to a formula.

The Committee revisited the issue of AT8 students in 1979 in

response to these regulations. In the committee report to the

bill which became the Education Amendments of 1980 the Committee

stated:

The Committee wishes to express its
displeasure with recent regulations defining
the phrase "admits as regular students
persons who are beyond the age of compulsory
school attendance in the State in which the
institution is located and who have the
ability to benefit from the training offered
by the institution" as that term is used to
define various types of eligible institu-
tions. It is not the intent of the Committee
that elaborate requirements such as those
contained in current regulations for testing
or documentation be used to establish that a
student has "the ability to benefit from the
training offered." The Committee expresses
its confidence in the professional judgment
of educators and counselors to determine a
student's ability to benefit from the train-
ing offered. The Committee is particularly
concerned that the onerous requirements of
the current regulations will discourage the
participation of adult and non-traditional
students in postsecondary educational
programs which would enhance their employment
opportunities and economic contribution to
the nation.

H.R. Rep. 520, 96th Cong. 1st Sess. 41 (1979).

As a result of this express Congressional directive, the

current regulations were promulgated creating the existing system

of ability to benefit determinations which places the responsi-

bility on the institution to develop and apply criteria to

ascertain a student's ability to benefit from the educational

program.
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Who are Ability-to-Benefit Students?

ATB students are predominantly economically disadvantaged

individuals who therefore have the greatest need for both educa-

tion and financial aid.

Institutions in both the public and private sectors current-

ly admit many students who have not received a high school

diploma or its equivalent under the ATB criterion. According to

the 1980 census, only 661 of the United States population 25

years of age or older has graduated from high school. As of

October 1981, the high school dropout rate nationwide for persons

14 to 34 years old is 12.8%. This rate is generally higher for

minority students. See, Digest of Educational Statistics 1983-

1984, NCES (1983). These statistics show that there are millions

of individuals who could potentially qualify for federal finan-

cial aid under the ATB criterion and who would be capriciously

excluded from such aid by the elimination of that criterion.

Included in this group are both young non-high school graduates

as well as non-traditional students, including workers in need of

remaining employed and older women entering the work force for

the first time in order to support, or help support, their

families.

Hundreds of thousands of students are currently cimitted as

ATB students in proprietary postsecondary education programs.

Based upon recent surveys, the Association of Independent

Colleges and Schools ("AICS") estimates that approximately

125,000 students in their accredited institutions were admitted

under the ATB standard. The National Association of Trade and
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Technical Schools ("NATTS") estimates that approximately 89,000

of their students are ATB individuals. NACCAS projects that

almost 46,000 of the total number of students enrolled in cosme-

tology schools (30% of the total enrollment) are admitted as ATB

students.

The American Council on Cosmetology Education ("ACCE")

surveyed its schools early this year and Appendix I to this

testimony is an abstract of that survey. The study revealed the

following: Of the cosmetology school students admitted under the

ATB criterion, 921 receive federal financial aid. The number of

students admitted as ATB students in each state generally tracks

the enrollment statistics in each state.

The economic, secial, and ethnic characteristics of the ATB

students are similar to the general enrollment statistics for

students in proprietary postsecondary schools. A study of

proprietary vocational school students who received financial aid

in 1981-1982 was prepared for the National Commission on Student

Financial Assistance. This study showed that aid recipients at

proprietary schools were predominantly single, low-income,

minority women. The survey indicated the following:

In 1981-1982 about half the aid reci-
pients in proprietary schools were 21 years
old or less; about seven in ten were under
the age of 26. The great majority (83

percent) were not married. Most attended
class for at least 5 hours each day. Over
half the aid recipients at cosmetology,
secretarial, and business schools were from
ethnic minorities. Among dependent aid
recipients, 38 percent reported family
incomes of less than $8,000 per year; 58
percent reported family incomes of $14,000 or

less. Among independent aid recipients, 77
percent had incomes of less than $8,000 a
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year. Women accounted for 60 percent of all
aid recipients, though men were in the
majority among aid recipients at trade and
technical schools.

About 90 percent of the 1981-1982 aid
recipients at proprietary schools received
some form of need-based aid. Those getting
need-based aid were more likely than those
receiving non-need-based aid to be single
women from low-income backgrounds. In
addition, 54 percent of need-based aid
recipients, but only 21 percent of
non-need-based aid recipients, were minority
students."

W. Wilms, Executive Summa Pro rietar Vocational Schools and

Federal Student Aid Opportunities for the Disadvantaged; National

Commission on Student Financial Assistance 5-6 (1984) (herein-

after "Wilms").

The survey demonstrated that Pell grants were the single

largest source of financial assistance for students at ACCE

cosmetology schools (50%) and AICS schools (44%). Wilms, at 17.

Furthermore, Wilms concluded that "Ws a group, aid recipients

at proprietary schools seem to be the least advantaged in the

postsecondary sector." Wilms, at 43. "The survey also showed

the average lowest-cost programs are in cosmetology, and they are

also the shortest. Aid recipients in these schools are most

likely from the lowest-income, minority families." Wilms, at 45.

On May 13, 1985, in New York City this Subcommittee heard

testimony from Ms. Janice Rivera, an ATB student who attended a

cosmetology school accredited by NACCAS. Ms. Rivera poignantly

conceded that her success as a contributing and self-sufficient

citizen is directly attributable to her education which was made

possible only by the ATB criterion. Ms. Rivera's achievements
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are duplicated annually by tens of thousands of students who were

given the chance to succeed by the financial aid made possible

solely through the ATH criterion.

The data in the studies described above evidences that ATH

students are at the same time the most in need of financial aid

and the best able to benefit both themselves and society through

a postsecondary education.

How do institutions determine who has
the "ability to benefit"?

As noted above, Congress has mandated that the ATH criterion

is an educational determination, not a methodological litmus

test. Congress sagely decided that no formula can ever be

developed which can infallibly predict success -- i.e., ability

to benefit -- in postsecondary education.

The ACCE survey demonstrates that NACCAS-accredited schools

use several methods to make the determination that students have

an "ability to benefit," including, inter alia, tests,

interviews, letters of recommendation, minimum schooling

requirements, probationary periods, referrals by state agencies,

and the taking of remedial, adult or graduate equivalency degree

courses. Examinations are by far the most common ATH

determinant; over 90% of the institutions require such tests.

Twenty-eight percent require interviews, 88 require letters of

recommendation, and 9% have additional requirements such as

minimum schooling, trial periods, or remedial instruction. The

majority of those schools which require interviews or letters of
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recommendation require them in addition to, and not in lieu of,

an examination.

The cosmetology industry has developed a Series of aptitude

tests which are accepted and used nationwide, including the

Cosmetology Student Aptitude Test by Milady Publishing Corp.

(included as Appendix II to this testimony); Cosmetology Student

Admissions Examination by Anthony B. Coletti, Director of Cosme-

tology Research, Training and Development, Keystone Publications;

the Cosmetology Student Entrance Examination by RGM, Inc.; and

the Pivot Point Aptitude Test by Pivot Point Beauty School. Some

institutions require manual dexterity tests as well as mental

ability tests.

Passing ratios on these tests range from 70 to 85 percent,

with an industry norm of 70 percent. There are, however, many

schools which require a grade of 85 percent to qualify as an ATB

student.

The accreditation standards of both AICS and NATTs specify

requirements for admissions based on ATB determinations. AICS

requires a validated test and academic and career counselling;

the development and maintenance of records of such testing or

other factors used to make the determination; and documentation

to evidence the relationship between cut-off test scores and

successful academic or employment outcomes. NATTS demands

testing, interviews, prior work experience or other measurement

indicators, documentation thereof, and periodic studies to

document the reliability of the entrance requirements.
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NACCAS accreditation standards require that "(t)he school

recruits and admits students who have aptitude, interest, and

motivation to learn and be employable ... and that "Ialdmission

requirements are based on an analysis of the abilities needed by

enrollees to enter and complete the enrollee's choice of courses

in the field. ." Standards and Criteria, NACCAS 8 (1989).

After an exhaustive study ot the issue, a specially

empanelled NACCAS committee has recommended that the Commission

adopt a standard directing accredited cosmetology schools to

tmplement more effective criteria which will provide a better

indication of the successful completion rate of An students as

compared to students with high school diplomas or GED certifi-

cates. The Commission is expected to action this recommendation

at its next meeting.

NACCAS is convinced, as was Congress, that determinations by

proprietary schools of "ability to benefit" admissions are sound

educational policy decisions which enable tens of thousands of

students, who would not otherwite have an expectation of

postsecondary education, to pursue such a course of training.

The Findings and Recommendations of the
General Accounting Office on the Ability

to Benefit Criteria are Invalid.

NACCAS strongly disagrees with the conclusions and recommen-

dations advanced by the General Accounting Office ("GAO") in its

1984 report entitled "Man; Proprietary Schools Do Not Comply With

Department of Education's Pell Grant Program Requirements"

(hereinafter "GAO Report"). The GAO's findings and
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recommendations are predicated on an analysis which is

superficial, one-dimensional, and unrealistic in the extreme.

In its report the GAO recommended the following to the

Secretary of Education:

In view of the significantly higher
dropout rate for students admitted on the
basis of the ability-to-benefit criterion, we
recommend that the Secretary explore the
feasibility of developing criteria that would
provide schools a better indication that such
students have a reasonable likelihood to
complete training. In developing criteria,
the Secretary might consider, among other
things, the characteristics of successful
students enrolled on the basis of ability to
benefit, where determinable.

If suitable criteria cannot be
developed, we recommend that the Secretary
seek a legislative change to limit admission
to students with a high school diploma or GED
certificate and to provide that exceptions to
this requirement be justified in writing and
approved by ED."

GAO Report, at 20.

This recommendation was based on the GAO's finding that

students admitted under an ability-to-benefit
criterion generally had less successful
completion rates than students who had a high
school diploma or GED certificates. While we
recognize the desirability of giving
financially needy students every opportunity
to obtain training to prepare them for
employment, we believe it is not in the best
interf:sts of either the students or the
federal government to allow schools to admit
students who have little likelihood of
completing the training. Many such students
become discouraged and drop out, or are
terminated by the school -- at significant
cost to themselves and the federal government
for tuition and related expenses.

GAO Report, at 19.
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The GAO based this conclusion solely on its assertion that

ability to benefit students had a higher dropout rate than

students with a high school diploma or GED certificate.

The GAO's analysis is both superficial and misleading.

Dropout rates, particularly when measured at only one point in

time, provide little information about a school's admission

requirements and practices. For example, while a longitudinal

study could ascertain whether a student reenters training, a

snapshot analysis like that conducted by the GAO cannot.

Similarly, an analysis which relies upon dropout rates without

determining the reasons for failure to complete training does a

disservice to both students and institutions because it fails to

consider whether the students or institution have been subjected

to circumstances beyond their control -- i.e. economic distress,

family circumstances, employment opportunities, illness, etc.

Furthermore, a continuously low completion rate may indicate

other problems with an institution and not necessarily an

ineffective admission policy. In short, there are myriad reasons

why a student may not complete training -- reasons which the GAO

blithely ignored. For this reason alone, the GAO's analysis is

highly superficial.

The GAO Report is defective in a second respect -- the

report fails to put dropout rates in their proper educational

context. Dropout rates must be examined in light of the popula

tion which is the subject of the analysis and in comparison with

dropout rates in other types of postsecondary education. As

discussed above, students in private vocational training are
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generally considered to be "high 'risk" and this is especially

true of ATB students, ATB students, perhaps shwttd not be

expected to complete training at the same rate as students with

high school diplomas or GED certificates. Nevertheless, Congress

specifically recognized that many econamically and socially

disadvantaged students have the potential to benefit from post-

secondary education and that afportunity should not be denied to

them.

Assuming arquendo that the GAo's finding of a 39% completion

rate for ATE students is accurate, as compared to completion

rates at other types of postsecondary schools, this rate is not

so low as to demonstrate, without more, a need for more strimont

admission requirements or the elimination of the ATB criterion.

A National Center for Education Statistics longitudinal study of

.the 1972 high School graduation class found that only

approximately 43% of the students who entered college received

baccalaureate degrees, 28% completed 2 years or more of college,

and 28% completed less than two years. In occupational programs

offered by non-collegiate non-correspondence postsecondary

schools the average completion rate was found to be 53.7%,

private institutions had a 61.4% completion rate, and public

institutions had a rate of 37.6%. Digest of Educational

Statistics - 1982, National Center for Education Statistics, 159

(1983). Taken in the context of the dropout rates for other

postsecondary sectors, the dropout rate asserted by the GAO is

certainly a matter of concern to all, but it is not so out-of-

411
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line that a draconian termination of the ATB criterion is neces-

sarY.

Further, if one assumes the correctness of the GAO's conten-

tion that the dropout rate for ATB students is higher than that

for students with high school diplomas or GED certificates, one

might expect to find a decrease in completion rates in postsecon-

dary vocational education after Congress mandated the addition of

the ATB criterion in 1976. As the following table shows, comple-

tion rates were up in 1978 and down again in 1979-1980.

Completion rates in noncollegiate noncorrespondence
postsecondary schools offering occupational programs.

1975-19761

Percent Completions
TOTAL PUBLIC PRIVATE

Ali Programs 57.7 49.6 62.1
Cosmetology 58.5 43.9 59.8

1978
2

All Programs 62.3 54.7 69.9
Cosmetology 59.3 47.8 70.8

1979-1980
3

All Programs 53.7 37.6 61.4
Cosmetology 51.6 37.3 52.5

1. Digest of Educational Statistics - 1979, National Center

for Education Statistics, 152 (1980).

2. Digest of Educational Statistics - 1980-1981, National
Center for Education Statistics, 170 (1982).

3. Digest of Educational Statistics - 1982, National Center
for Education Statistics, 159 (1963).
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There seems to be no evidence of a trend indicating an increase

in dropout rates because of the admission of ATB students. The

absence of such a trend is evidence that, in and of themselves,

dropout rates are not meaningful.

The recommendations of the GAO are unrealistic in that they

imply that there exists a magic formula by which an institution

can identify in advance students who will complete training. As

an accrediting agency, NACCAS must be guided by reality and not

by the vague promises of formulistic certainty proffered by the

GAO. Some students expected by test results to succeed will not,

some predicted by tests to fail will become successful.

Current law requires a realistic determination of a

student's ability-to-benefit based on sound educational criteria.

Perhaps withdrawal rates should be examined as a possible

indication of concern as regulations curre.- require. The

Department examines the institution's capabiz-,ry F.roperly to

administer Title IV programs if an excessivit Ici,;hdrawal rate

(above 33%) is present. Student Assistance General Provisions,

34 C.F.R. 5 668.17(a) (1984).

For the foregoing reasons, neither the conclusions reached

by the GAO nor the recommendations flowing therefrom are valid.

More importantly, the superficial, one-dimensional, unrealistic

analysis conducted by the GAO patently does not justify disen-

franchising hundreds of thousands of students from federal

financial aid or admission to postsecondary education.

The Subcommittee should be assured that while NACCAS dis-

agrees with the GAO's analysis and recommendations concerning the

413
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ATB criterion, the Commission takes very seriously the allega

tions made by the GAO of weaknesses in Pell Grant Administration,

questionable recruiting practices, administrative errors, and

inadequate monitoring and enforcement of compliance with Pell

Grant regulations. No system is ever perfect and the GAO Report

has caused NACCAS to revisit its accreditation standards and

enforcement procedures and to consider making changes therein.

The Commission is, of course, vitally concerned about any

reports of wrongdoing by institutions which are accredited.

NACCAS is looking forward to a thorough review of the materials

underlying the report which the G;t0 has recently released because

information in NACCAS files for the institutions surveyed by the

GAO does not appear to agree with the GAO's findings concerning

those schools. Because accreditation is a threshold requirement

for eligibility for federal financial aid, accrediting agencies

are the first line of defense to ensure educational quality.

However, we do not disagree with the Department, as the GAO would

indicate, and we see no conflict in the expectation that an

accrediting body should consider, as part of educational quality,

assurances of institutional integrity and ethical practices, and

that accreditation does not provide a continuous monitoring of

institutions' compliance with federal law and regulations. The

Department cf Education demands the former of an accrediting

agency and has no expectation of the latter. NACCAS fully

supports any penalties assessed against institutions which do not

adhere to regulations, however, NACCAS is unaware of any federal

414
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program which demands day-to-day monitoring of adherence to the

regulations which the GAO seems to demand.

The Administration's FY 1986 Budget
Recommendations Concerning the Abililx

to Benefit Criterion

NACCAS cannot overstate its opposition to the AdminiErz,

tion's recommendation to eliminate the ATB category. Thid

recommendation is unnecessary over-kill, is contrary to earller

Administration statements, penalizes students for institu.tional

errors, creates a subeTantial disincentive for instititions to

admit ATB students even if they do not receive financial aid, and

would disenfranchise hundreds of thousands of needy students.

The Administration recommended:

Requiring a High School Diploma: . A high
school diploma or its equivalent would be
required for receipt of any Department
student aid. Subjective determination of a
non-high school graduate's 'ability to bene-
fit" would no longer be 'sufficient to estab-
lish eligibility. This would reduce abuses
in this area which have been documented by
the General Accounting Office.

The Fiscal Year 1986 Budget, U.S. Department of Education News,

22 (19E4).

Even if one accepts the Administration's allegations of

"abuses", the recommendation to abolish the ATB classification is

draconian. Even the GAO did not recommend elimination of ability

to benefit determinations without first an attempt to strengthen

the criteria. Furthermore, the gossamer promise that undefined

"abuses" will be reduced is certainly not a sufficient justifica-

tion to disqualify very needy students from fingmcial aid. Put
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another way, the suggestion that the only sure way to prevent

'abuses' in financial aid is never to provide any aid is a

solution NACCAS finds to be an anathema.

In addition, the Administration's recomFendation is contrary

to tbe view taken by the Department of Education. The Department

itself disagreed with the GAO conclusions and recommendations in

regard to ATE determinations. The Department's response to the

GAO on this issue stated:

We do not'concur. While we believe that
institutions and accrediting agencies should
constantly look at criteria that will better
enable them to determine the "ability to
benefit," we believe the Congress has made it
quite clear that individuals should have
every opportunity to obtain training to
prepare them for employment, which is
embodied in the open enrollment concept.

It is our position that admission policies
should ije established by the institutions
and/or the States which support, charter or
license them. We do not believe that this is
an appropriate Federal role.

Once a student is in school we believe
regulations for the establishment and

enforcement of satisfactory progress
standards for institutions published in the
Federal Register on October 6, 1983, do
Address the issue of whether a student has
the continuing "ability to benefit."

GAO Report, at 53, 54.

NACCAS agrees with the Department's comments and finds the

Administration's contrary recommendation insupportable in view of

established education policy.

NACCAS further disagrees 'With the Administration's recommen-

dation because the recommendation penalizes Students for errors,

intentional or unintentional, committed by institutions or other

416



412

involved parties. A reasonable response if one accepts the GAO's

findings is to improve Pell Grant administration by the insnitu-

tions, not to prevent a large segment of the population from

utilizing financial aid to attend postsecondary education pro-

grams.

The Subcommittee should also note that the elimination of

the ATB benefit criterion will provide a strong disincentive for

institutions ever to admit such students even if they do not

receive financial aid. Pell Grant eligibility is both institu-

tional and individual in that, in order for a student to receive

a grant, he or she must attend an eligible institution. Prior to

1976, a school could not qualify as an eligible institution, and

therefore its students for financial aid, if that school admitted

ATB students. Elimination of the criterion would create this

same problem again. A school would have the choice of admitting

ATB students and robbing all its students of financial aid

resources, or refusing to admit ATB stud,7,ts. Therefore, the

Administration's recommendation carries with it the grave possi-

bility that needy students will be denied postsecondary education

entirely.

NACCAS has a final simple reason why it opposes the Admini-

stration's recommendation; hundreds of thousands of students

would be disenfranchised from student financial aid. The

students in this group are, as we have shown, those most in need

of a leg up in our society. The social benefits of educating a

high school dropout so that he or she is a productive, employable

citizen are undeniable. To eliminate this group from federal aid

417
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to education is to sound the death knell for equal access.

NACCAS schools have been educating high risk students for entry

level jobs for decades and they do their job well. Now is not

the time to turn our backs on those who need our help the most.

418
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ABSTRACT

I. Ability to Benefit; definition

Sections 481(b) and 1201(a) of the Higher Education Act (REA) both
impart eligibility for Title IV assistance to "students...who are

beyond the age of compulsory school attendance in the State in which
the institution is located and who have the ability to benefit from

the training offered by the institution.°

These are individuals who do not have a high school diploma or

equivalency, yet who could benefit from occupational.training offered

at cosmetology schools, among others. Such students attending cos-
metology schools are primarily low income women, many of whom are
single head of household and who depend on one or several forms of

public assistance.

11. Survey Purpose

A. Ascertain the number of students currently attending accredi-
ted cosmetology schools who were admitted under °ability to benefit'

criteria, by state and on a nationwide basie.

. B. -Determine the percentage of enrollment in such institutions
admitted under °ability to benefit° criteria.

C. Percent and number (by state and nationwide) of "ability to

benefit° students in accredited cosmetology schools who receive some

type of federal student aid.

D. Determine method(s) used by accredited cosmetology schools in
ascertaining whether a student has the "ability to benefit" from the

training offered.

III. Methodology

A survey questionnaire was drafted,.asking the following infor-

mation;

A. Name of School
B. Address
C. Total number of students currently enrolled (Academic Year

1984-85). .

D. How many were admitted under "ability to benefit" criteria,
as opposed to high school diploma or GED?

E. Method(s) used to determine that a student has an "ability
to benefiefrom the training offered.

F. Percentage of °ability to benefit" students in attendance
who receive some type of federal student aid.

See Exhibit 1 for copy of wiestionnaire.

-1-
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The survey sheet was mailed on February 8, 1985 to 1404 accredi-

ted cosmetology schools accross the nation, with the exception of

Alaska where_there are.none. The survey encompassed institutions in
the District of Columbia and Puerto Rico. For a breakdown of the
number of accredited institutions by state, see Exhibit 2.

Schools were given one month to reply. All entries received hy

March 8, 1985 were tabulated. Exhibit 3 represents the response to
the survey by state, and Exhibit 4 shows the pmrcentage of institu-
tions responding. A total of 444 schools responded, representing a
32% response rate. The only jurisdiction that did not respond was

Hawaii.

The survey forms were then tabulated and data derived was
compiled in several ways to provide a better understanding of the

*ability to benefit* stmlents. Surveys were tabulated by state and

the following data compiled:

(a) number of students enrolled 1984-85
(b) number of students admitted under 'ability to benefit"

criteria
ic) percent of enrollment admitted under "ability to benefit"

criteria
id) percent of "ability to benefit' students on federal student

aid
(e) number of 'ability to benefit" students on federal student

aid.

See Exhibit 5 for individual state tabulations.

Master tables were then compiled showing state' totals for the

following (see Exhibit 6):.

(a) number of accredited schools
(b) number of schools responding to survey
(c) percent of schools responding
(d) number of students currently enrolled at responding schools

(e) number and percent of students at.responding schools ad-

mitted under "ability to Ivn.efit" criteria
(f) percent of "ability to ben4..Ut" students at responding

schools who were receiving some type of federal student aid

(g) number of "ability to benefit" students at responding
schools receiving some type of federal student aid.

Tables were then compiled from highest to lowest, showing state

rankings under various categories:

(a) number of students enrolled at institutions responding to

the survey, by state (Exhibit 7)
(b) number of students at instituipans responding to survey

who were admitted under "ability to benefit" criteria

(Exhibit.8)

-2-
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(c) percent of students admitted to cosmetology schools under
°ability to benefit' criteria, by state (Exhibit 9)

(d) percent of °ability to benefit° students in attenaince who
receive federal student aid, by state (Exhibit 10)

(e) Number of students admitted under "ability to benefit"
criteria who receive federal student aid, by state (Exhibit
11).

It should be noted that a statistically significant complication
was present in trying to come up with accurate state breakdowns, since
a New York corporation with a large chain of schools in seven states
(NY, NJ, CT, MA, IL, PA and PL) submitted collective data for all of
its schools, since they perform their computations in a centralized
manner. This had an effect, in some tabulations, of overstating the
number of students in New York and understating them in the other six
states where 'ttit chain operates. This has been indicated wherever

The next tabulation developed sought a breakdown of institutions
by size of enrollment. Exhibit 7.2 contains a list by state showing
the number of institutions whose student body size falls into one
of three categories: 1-50, 51-100 and 101+. This data was then cor-'
related with Ulm number of students admitted under the °ability to
benefit° criteria in each state to see if there was a direct relation-
ship between these two factors (see Exhibit 13).

Another part of the survey addressed the criteria employed by
institutions to determine if a student has the °ability to benefit°
from the training ogfered. Based on the specific replies given, four
categories were developed: examination, interview, letters of recom-.
mendation and other. The information from each questionnaire was
divided by state and included under state totals in a master tabula-
tion (See Exhibit 14), which includes the name of the state, the
number of schools responding and the number of schools indicating
that they used examination, interview, letters of recommendation or
other.

Iv. Results and Conclusion

There are currently 1404 accredited cosmetology schools in the
United States, including the District of Columbia and Puerto Rico.
Alaska has no schools and Hawaii failed to respond. Four hundred
forty four (444) institutions responded, or 32% of the universe.
These schools currently enroll 48,816 students, which would imply a
total cosmetology.school enrollment of 152,550.

Of the 48,816 students attending responding institutions, 14,776
or 30% had been admitted under °ability to benefit° criteria. Pro-
jecting this ratio to the universe of students, we obtained 45,765 so
admitted throughout the system.

-3-
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The percent of °ability to benefit° students receiving federal
student aid at responding schools is 92%, or 13,554 students. Pro-
jecting this percent to the universe, we.obtain an estimated 42,104
students in accredited cosmetology schools admitted under an "ability
to benefit° criteria who receive federal student aid.

Aside from these figures, we should point out several salient
facts. California, with 214 schools has the largest number of
accredited institutions, followed by Illinois with 95. As expected,
the largest states in terms of population have the largest number of
schools. There is, therefore, a large concentration to be.found in
Texas (86), New York (74), Pennsylvania (68), Florida (66), Ohio
(51) and Michigan (50). The smallest states in terms of population
and rural areas have the lowest number of institutions, for example :
North Dakota (5), Nevada (5), Idaho (4), Vermont (2). There are some
exceptions, such as Georgia, which although having the population to
warrant more institutions, only has 4.

The number of schools responding, when tabulated by state,
generally followed the ranking by state in terms of overall number of
schools. The number of.respondents by schools ranged from 100% (South
Dakota) to 0% (Hawaii), with a large concentration between 20% and 40%
(New Hampshire 20%, CCiorado 30%, Louisiana, 40%).

In tabulating responses, it should be pointed out that several
states revire.a high aCibool diploma or GED for admittance (i.e.,
Iowa and Vsrmpet), whi14, others make it a condition for receiving
state aid 2South Dakota). Still otherd which formerly required a
diploma or equivalent have recently amended state law to allow en-
rollment of °ability to benefit' students (i.e., Washington).

The number of students admitted under the "ability to benefit"
criteria by state generally follow, with some exceptions, enrollment
statistics. They tend to be concentrated in large population centers
where large numbers of disadvantaged reside (NY, CA, IL, PR, OH and
FL). Pennsylvania schools do not reflect a number which is commen-
surate with its overall population or enrollment.

Some states have high enrollments and a high percentage of
°ability to benefit" students, yet do not fit the pattern of large
population state with large numbers of disadvantaged (Colorado,
Wisconsin, Missouri). Cosmetology is a profession which attracts
a segment of students often not a part of the socio-economic main-
stream, even in states which do not seem to have large concentrations
of disadvantaged.

Still other states, because of state law, rural character, stigma
attached to public assistance and low drop out rates, exhibit low
enrollments and consequently low numbers of "ability to benefit"
students (New Hampshire, South Dakota, Maine, Nevada).

In terms of numbers and percent of enrollment, it is obvious
that these students as a group are needy, with 92% actually receiving
federal student aid. It should be noted that in those areas with

-4-
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low nunbers of "ability to benefit" students, nearly all so admitted
received student aid (See Exhibit 10).

With respect to.the size of the institution and its effect on
the number of 'ability to benefit' students, it was found that in
all three student body size groups (0-50, 51-100 and 100+), the
largest concentration of students admitted under "ability to benefit"
occured in the 0-25% category, becoming progressively smaller as the
percentage of students so admitted resched 100%. Therefore size of
the school was found to be a non-factor with respect to numbers of
°ability to benefit students.'

Finally, the portion of the survey dealing with criteria used by
institutions in 'determining if a student has the ability to benefit
from training offered, revealed that cosmetology schools and the in-
dustry has developed over the years a series of recognized aptitude
tests which are employed throughout tbe nation. These include the
Cosmetology Student Aptitude Test by Milady Publishing Corp., Bronx,
New York (See Exhibit 15) and the Coemetology Student Admissions
Examination by Anthony-W. Coletti, Director of Cosmetology Research,
Training and Development, beyetone Publications. Similar tests in-
clude: Cosmetology Student Entrance Examination, MGM, INC, and the
Pivot Point Aptitude Test.

Passing ratios on these tests range from 70 to 85, with the in-
dustry norm being 70. However, there is a large concentration of
schools which require 85.

Some institutions pointed out that they also require mental
ability tests such as the Henmon Nelson Test of Mental Ability,
Gatsby Test, PIRO B, as well as manual dexterity tests (Purdue Peg
Board Test and Stromberg Dexterity Test).

Of those surveyed, 362 out of 444 required an examination
(81.5%). Since soma states and some individual schools do not admit
"ability to benefit" students to enroll, even though the institutions
responded, no weight was added to any of the four categories. The
result, in essence was to reduce the percentages in each category.
In terms of absolute percentages, examinations rank in the 90+ per-
centile. The overwhelming majority of those indicating 'interview"
or "letters of recommendation" required these in addition to and not
in lieu of an exam. The "other" category, as explained in Exhibit
14, deals primarily with state minimum schOoling requirements, pro-
Eitionary period, referral by state agency, taking of remedial, adult
or GED courses, etc.

In conclusion, cosmetology schools currently enroll an estimated
1,52,550 students, 30% of whom were admitted under °ability to benefit"

criteria ( 45,765. Of these, 92% or an estimated 42,104 receive
federal student aid. These students, although found throughout the
nation, tend to be primarily concentratdd in states with large popu-
lations of disadvantaged persons, and were admitted after taking a
standardized aptitude test.
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INTRODUCTION
This test of personal abilities is designed to objeCtively evaluate

the iptitudes which underlie successful performance as a cos-
metologist-

The eouninadon is aimed at testing applicanu for cosmetology
training in order to determine their aptitudes and suitability for
entrance into the i7mfesion of beauty culture. It is deligned to test
their general intelligence, artistic traits. and their ability to under-
stand line, color and figure perceptions.

Reproduced with permission from Milady Publishing Corp.

Copyright 1978-1979-19811984
MILADY PUBLISHING CORP.

Bronx. N.Y.
Printed in the United States of America.

All Rights Reserved.
No part ol this publication may be reproduced. stored

in a retrieval system. or transmitted on any form or by any means, electronic.
mech^nical, photocopying. recording.

or otherwise. v.,...lout the prior written permission cl the publisher.
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PART I
PERSONAL INTERVIEW AND RATING SHEET

r Mem

Date........... .
Name

Address MAW:

Cry Siete 14. Cede

(If under 18 ran of age give name and addren of pare= or sturdier))

Parent's or Guardian's Name

Address Phone

City State Zip Code

Education

Elementary School: Grade Ccenpleted Date

High School: Grade Coikted Date

College: Years Completer Date

If you did not graduate front High School.

do you have an Equivalency Diploma? Date Awarded

In which school subjects did you get the best 7ades?

Work History

Are you employed? Tide or Position

Describe your work:

How long have you been employed? Do you like-your work?

Have you been employed prior to your present job?

Describe ..L revir.41 employment (use separate sheet if necessary).

426
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Physical Data

Is there irty reason why you could not work as a cosmetologist? CI Yes 1::1 No

Uyes. describe

Do you have an acute alkrgy? = Yes No

Would standing cause you to tire easily? Explain.

Parsons! likes

My favorite abject; in school were (Gm in order of preference):

2 3 4

In which aura-curricular activities did you engage while in school?

2 5 4

Do you enjoy sports? List your favorite spom:

2 3 4

Which spom do you disInte?

2 5 4

Do you IThe reading? Do you prefer magazines or books?

List periodicals you have read recently.

I hereby aft= that the answers to these questions are to the best of my knowledge uue and correct.

I grant the . . the privilege of making any further investigation and to use

the intro:notion so obtained for future negotiations with prospecthe employers on my behalf.

Date of Tett Signed

Place Taken Examiner's Signature

Rating Sheet

'ART t Rater's Evaluation Recommendation:

ll (40 points)

PART Ill (60 points)

FINAL GRADE

2

42.7
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PART II
GENERAL INTELLIGENCE TEST

40 Questions
(1 Point Each Question)

A-VOCABULARY
Reed mot fatratist cenrfully. Select the best atasserand ante the soma.tber tf the cum. ou the law to the niyht.

Ixampir Calm mews mon nearly:
1. mite I. turmoil 3. serene 4. &ripe 1 3

Sliceas nand 'cabs' indicates Oat attiods and "aerese" het the aim incasing. number 3 4 tha correct answer.

1. Notable masa won nearly:
I. breakable 2. inflammable 3. pliable 4. weak 1

2. To verify mars mast nearly to:
I. justify 2. explain 3. confirm 4. examine 2

3. To encounter means mon nearly to:
I. meet 2. recall 3. weaken 4. overcome 3

4. Respiration means most nearly:
1. breadsing 2. pulaadon 3. sweating 4. recovery 4

S. Obesity meana most nearly:
I. obstinacy 2. Instrument 3. fat 4. lethargy

1. Aeons means mast nearly:
I. eatra .2. admittance 3. anival 4. tOCI much

7. Florid means most nearly:
I. seedy 2. southern 3. overflowing 4. ruddy 7

S. Reluctant means most nearly:
I. anxious 2. cantata 3. drastic 4. hesitant 8

9. Frugal means most nearlr
I. friendly 2. thoughtful 3. hostile 4. economical 9

20. Imply means moss nearlr
I. conclude 2. permit 3. suggest 4. declare 10

11. Adapt means most nearly:
1. make suitable 2. excuse 3. refuse 4. expect 11

12. Exempt means most nearly:
1. defend 2. excuse 3. refuse 4. expect 12

13. Conform means most nearly:
I. conceal 2. remember 3. be in 4. complain 13

from agreement

14. Compile means most nearly:
I. confuse 2. support 3. compare 4. gather 14

15. Deplete means most nearly:
1. replace 2. exhaust 3. review 4. withhold 15

3
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B-WORD SERIES

In each of the groups of words that follow there ix one which is not related in theme to the other words sn the group.
Determsne which word does not belong and write the number of that word in the space to the right.
Example

I. book 2. magazine 3. letter 4. lamp 5. newspaper
All of the words except lamp" have something to do with reading matter. The only word not in the series it lamp."
number 4. The correct answer n 4.

I. 1. sawn 2. ruor 3. knife 4. roller 5. nipper
2. 1. comb 2. brush 3. roller 4. file 5. hairpin
S. I. tinting 2. lightening 3. facial 4. shaping 5. permanent
4. 1. wave 2. curl 3. twist 4. bang 5. acne
5. 1 stomach 2. esophagus 3. elbow A. nnestine 5. liver .........
6. I. finger 2. knuckle 3. nail .:. cuticle 5. scalp
7. 1. heart 2. lung 3. fiver 4. kidney 5. blood
B. 1. veins 2. valves 3. ligament 4. arteries 5. capillaries
9. I. oxygen 2. faradic S. hydrogen 4. peroxide S. nitrogen

10. 1: lashes 2. brows 3. lids 4. neurons 5. irises

C-WORD ASSOCIATIONS

Following are a series of verbal analogies, in which two words are given which are associated wiSh each other Os some
manner. An additional word isgiven which must have the saMtform of assocsation with one of the answers. Write the
number of the correct answer on the line adjoining the question.

Example Cosmetologist ia to Woman as Barber is to:
1. ladies 2. hones 3. man 4. actress

1. Fin is to rah as Propeller is to:
I. auto 2. airplane S. elevator 4. water

2. Shoe is to Leather as Highway is to:
I. asphalt 2. passage 3. road 4. journey

S. Prune is to Plum as Raisin is to:
I. apricot 2. currant 3. berry 4. grape

4. Safety valve is to Boiler as Fuse is to:
I. house 2. motor 3. wire 4. factory

5. Governor is to State as General is to:
I. Navy 2. Captim 3. Army 4. Admiral

6. Cloth is to Coat as Gingham is to:
I. doll 2. dress S. dressmaker 4. cover

7. Boat is to Dock as Airplane is to:
I. hangar 2. strut 3. wing 4. engine

6. Moon is to Earth as Earth is to:
I. Mars 2. Sky 3. Sun 4. Jupiter

9. Drift is to Snow as Dune is to:
I. rain 2. sand 3. desert 4. hail

10. Milk is to Cheese as Wood is to:
1. pencil 2. desk S. pole 4. paper

4
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D-ARITHMETICAL PROBLEMS

I. A cometologht must double her/his salary before the employer can realise any profit from
her/his work.
Hiss Mead paid Min Adams $125.00 pa week to start. The Elm week Mix Adams services
amounted to 3162.00. How much did ?.fiss Mead lose on the first week's work of Mim Adams?

1. 234.00 2. 863.00 3. $88.00 4. $75.00 1

2. Km Mead pays Miss Brown 8125.00 pa week. How much money mut ?.fiss Brown take in
for services if Min Mead is to mate 850.00 profit on her work? (Conditions on salary am the
same as in problem I.)

1. :273.00 2. 3326.00 3. 3260.00 4. 8300.00 2

3. Min Mead pays hrm Adam $160.00 pa week. She works 40 bows pa week. Mils Adams
was idle far 4 boom and 30 minutes during one week. How much did Mils Mead psy for idle
time?

1. 316.00 2. $18.00 3. 322.00 4. 824.00 3

4. How many booth curtaim can be made from 28 yards of material if it takes 3% yards for one
cassia?

I. 9 2. 6 3. 8 4. 5 4

S. Miss Mead made the following cash payments: window cleaner. 616.00; crpren maD. $9.35;
merchandise for resale. $46.40: cleaning supplies. $9.30; hair tints. $43.15; permanent wave
solutions. 831.00. How much money did she pay out?

1. $110.00 2. $157.20 3. 3175.40 4. 6135.80 5
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PART III

ARTISTIC APTITUDE AND MANUAL DEXTERITY
80 Questions

(1 Point Each Question)

FOUR SECTIONS
A. Penemd Preference 15 Quesdoos
E. LI= Percepdon 15 Qoadoos
C. Cobr Perception 15 Qua: loos
D. Time Perception 15 Questices

A MEASUREMENT OF PERSONAL INTEREST
This um ill designed to eraluate the natural- preferences of the examinee.

Since cosmetology h an art u well u a science. the budding cosmetologist must ethibh natural artistic tendencies in
order to evaluate h6 aptitude for this type of random

Artistic work 6 uaually aeative and may involve interest in form. texture and colar. The test is intended to evaluate the
applicant's natural appreciation of pretty thinp through the eyes or the pleasure found in creating pretty things with the
handa.

The test supplies a sufficient number of quesdons to cancel out any minor variations and should reveal the applicant's at,
tit& aptitude.

APERSONAL PREFERENCE
Decide tekkh of the following four items you would mther do or be. Even #'you are incapable of doing the work you must
decide pettish you would prefer if you had Ms ability.

Which o( the following would you rather do or be?
1. 1) Operate a general fix.it shop.

2) Design the landscaping of a ruher large estate. .
3) D6tribute house.to.house advertising material.
4) Conduct a TV limning survey.

2. 1) Be a salespenon of counetim
2) Work as an metre mail-carrier around Christmas.
3) Design a special medal for the winnen of a golf wurnamem.
4) Supervise elecuic instaUadon for a TV show.

3. 1) Study a report on occupadons for the physically handicapped.
2) Create a new design for plastic dishes.
3) Plan the creation of new jobs for school dropouts.
4)Take a course in typing.

4. 1) Redecorate your apartment.
2) Plan your Christmas shopping.
3) Address your Christmas cards.
4) Work u a server in a soda.parlor.

5. 1) Work u a soda dispezuer in a druguore.
2) Seek scholarship placemenu for qualified studenu.
3) Assist families on public welfare to prepare their budgeu.
4) Speak on modern arr before a service club.

6. 1) Design your own original Christmas cards.
2) Sell farm machinery and equipment.
3) Review new books for a local newspaper.
4) Visit lonely hospital patienu.

6
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7. 1) Wrke editorials on turrznt wenn.
2) Survey the origin and causer of a certain disease.
3) Take an evening mune an pablic speaking.
4) Plan new designs and djks for.dresses.

S. 1) Paint portrait of scantrne reip dear to you.
2) Participate in a weekly Wok revue club.
3) Work as ma-sorter in sbe Pas 'IrTice.
1) Own and operate book shop.

0. 1) Read anicie on the effects aura:um to radioactivity.
2) Give advice cm marital preaktos.
3) Raise funds for the U.N.
1) Take homennoving pkturts.

10. 1) Be employed as an demur kratctOr.
2) Read study of agriculture in Ramis.
3) Participate as a judge in a beam contest.
4) Write an advsce.to.the.lovelorn

11. 1) Cream various flower arrangements.
2) Bad a dothouse.
3) Plan a fund raising campaign to aid the blind.
4) Write a report on travel in outer space.

12. 1) Work as guidance counsellor.
2) Plan a campaign to akninatc juvenile delinquency.
3) Act as a judge at an art exhibit.
4) Work as a ticket teller in a el-eater.

13. 1) Act as an arbitrator to sulk a snare.
2) Judge novels for prizes and awards.
3) Design the sets foe a Broadway play.
4) Spend a day at a museum of natural history.

14. 1) Design a cover fori new book.
2) Arrange and cataloese the paintings for an exhibit.
3) Study the effects ea the human body of the atom bomb.
4) Give unusual Christmas gifD.

15. 1) Read a history of the 4sed
2) Study the lives et farneaszt;illiors.
5) Bad a workshop in sroz:risssernent.
4) Design an attracave conturt.ior a new product.

7
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11--LINE PERCEPTION

Each question consias of a lead drawing followed by five additional drawing:. The problem is to discover which of these
drukengs a the same as the lead drcusong In other wants. which drawing, ifmooed around without being biked from the
paper, would be exactly the same ts, the lead drawing?

Race the number of your wurver on the line adjoining the question.

LEAD ILI.USTRATION (1) (3) (4) (5)

LEAD ILLUSTRATION (1) (2) (3) (4) (5)

2

LEAD ILLUSTRATION

1
g-

(1)

I

(3) (4) (2)

LEAD IU.USTRATION

f
(1) (2) (3) (4) (5)

433
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LEAD )U.USTRATION (I) 12)

429

(3) (4) (5)

LEAD ILLUSTRATION (t) (2) (7) (4) (5)

(I D D 6

LEAD ILLUSTRATION (I) (2) (3) (4) (6)

. 7

LEAD ILLUSTRATION (I) (2) (3) (4) (6)

LEAD ILLUSTRATION

$
(I) al (3) (4) (6)

LEAD ILLUSTRATION

V

(I) (2)

.../

V

(3)

V

!

A
) (6)

r.

9
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(1) (2) (3) (4) (E)

LEAD ILLUSTRATION (I) (2) (3) (4) (E)

CD n 12

LEAD ILLUSTRATION

tLc

(I) (2) (3) (4) (E)

LEAD ILLUSTRATION (I) (2) (3) (4) (5)

14

LEAD IU_USTRATION (2)

4. 35

10

(3) (4 (E)

15
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C-COLOR PERCEPTION

Read each question carefuOy. Select the best answer and write the number of the grower on the lino to the nght.

I. If you werC making a stop sign. which color would you toe tomake it mot noticeable
under all conditions?
I. black 2. brown 3. green 4. red I

2. If your were ovenweight. which color would make you look even heavier?

1. dark grey 2. white 3. black 4. dark brown 2

3. If your hair is orange red, which lipstick color would blend the beat?

I. coral with 2. bluish pink 3. white 4. dark wine 3

beige hue red

4. If you were over.weight, which color would you wear in order to minimize the appearance

of your sine?
I. red 2. white 3. beige 4. yellow 4

5. Which of the foLlowing make you look smaller?
I. bold plaid 2. horizontal 3. plain color 4. large print 5

smpo

6. If you wish to emphasize aarun. trim waistruse, which color belt should be worn?

1) one that matches the dna
2) no belt of any kind
3) one that contrasts with the dress color
4) one that blends with the dress color

6

7. If you were looking for a particular book, which color would attract your eyes first?

I. black 2. brown 3. yellow 4. green 7

a. Which of the following color conbinations is mon contrasting?

1. gray and 2. pink and 3. gray and 4. black and 8

whste . white black white

9. Certain colon go together very well, even though they are very different from one another.
Those are called "Complementary Colon." Which of the following color combinations are

"complementary,
I. red and 2.11ue and 3. red and 4. yellow and 9

green 1"'-'914 purPle inzi,

10. Certain colon go well with almost every other color. Which of the (ollowing is such a color?

I. bluish green 2. brick red 3. orange 4. white 10

II. Which color would make a very petite (very small) person look larger?.

I. black 1. brown 3. charcoal 4. white 11

Fey

12. You wish to emphasize a very pretty pink scarf:
nhat color dress would contrast with it best

and thus make tt more noticeable?
I. black 2. pink 3. light red 4. beige 12

13. Which of the following is a conservative dress color which could be worn to a job interview?

I. red 2. brown 3. yellow 4. orange 13

14. Which type of jewelry attracts the most attention?

I. jewelry that 2. wooden S. rhinestones 4. pearls 14

matches beads
the dress

15. If a woman has large hips, which clothing combination should she wear?

I) light blouse and dark skirt
2) light blouse and light skirt
3) dark blouse and light skin
4) light blouse and a bright colored skin

15

11
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0FIGURE PERCEPTION

I. Which of the following lines are most flattering to a heavy.set person?

(1) (2) (3) (4) (3)

2. Which of the following curls are wound in a counter.clocltwise direction?

(1) (2) (3) (4) (21

2

S. In permanent waving, coarse hair requires curls with a larger circumference. Which is the
best rod to use for coarse hair to obtain this type curl?

(4) (2)

3

4. Which of the following would give the illusion of adding the most weight to a very slim person?

(1) (2) (3) (4 15/

.....

12
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3. Following you will find illustrations of Gee diffetent shapes. Which is the rectangle?

111 (2) (3) (4)

A
6. Of the following. which is the heary.lidded eye?

(1) (5)

001""% sh,.... 0.01N.

422,1#

(3)

(41

Alowan+..,

(el*
7. Which is the best type of shoe far a cosmetologist us wear in a beauty salon?

In (2) (3) (4)

9. Which of the following items is not considered to be a grooming aid?

(1) (2) (3)

9. Which of the following items is used in creating pin curls?

121 (3)

111

13

(4)

4 3 8

(4)

(5)
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10. Which of the following eyes it a right eye?
(1) P1 P1 (5)

/rams,
4-54* otS

01111110014%. 00/0"rola,N

4&4111tiew

11. Which of the following men'a ties it mem aitatsk fcr office wear?
al 14) 15)

%1C
11. Which of the following Up Asps is the meet ideal?

(2) (3) (4) (5)

(I)

19. Below it a genet of item w 'hich are 'lefts" or ''rights." Which item it a 'lefti

(1) 141

14. Which of the following rollen would produce the curl with the dghteat center?

(2)

e
(I) t

15. Which of these ups would indicate memory?
(4)

14

439
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(5)
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15_

14.



435

Mr. FORD. Mary Jane Bond.

STATEMENT OF MARY JANE BOND, FINANCIAL AID DIRECTOR,
WAYNE COUNTY COMMUNITY COLLEGE

Ms. Boxn. Mr. Chairman, members of the committee, my name
is Mary Jane Bond. I am director of fmancial aid at Wayne County
Community College in Detroit, ML I speak to you today on behalf
of my institution, as well as the American Association of Commnni-
ty and Junior Colleges and the Association of Community College
Trustees, regarding a paramount issue of concern for all of us: Con-
tinued fmancial aid eligibility for students who have the ability to
benefit from postsecondary education.

As a public, nonprofit, 2-year institution of higher education, the
Title IV student assistance general provisions regulations, by defi-
nition, permit that we admit as regular students only persons who
have a high school diploma, the recognized equivalent of a high
school diploma, or are beyond the age of compulsory school attend-
ance and have the ability to benefit from the training offered.

Institutions that admit students under the ability-to-benefit pro-
vision are required to dPvelop and consistently apply standards or
criteria for determining whether these students have that ability to
benefit. We strongly support the continuance of ability to benefit
:as a primary factor of eligibility for a significant portion of society
that we at Wayne County and in the community college sector as a
whole are dedicated to serve.

Wayne County Community College is a comprehensive, multi-
campus, open-door public institution whose mission is to provide
for the diversified educational needs of the citizens of metropolitan
Detroit and Wayne County. The college has five campuses and
serves a 500-square-mile service district. Over 50 academic program
offerings, including vocational certificate, 2-year and transfer pro-
grams, are offered. For 1984-85, our total student body exceedod
over 2,0,000 and over 6,750, or one-third of all students enrolled, re-
teJsred *Rime form of title IV student assistance.

Our student demographics can best be described as follows: The
average ;age is 23. Over 65 percent of the students enrolled at
Wayne County are minority students and 35 percent are male. If I
break the; 65 percent down, 11,000 students would be categorized as
aka anal 2,000 as Hispanic and other minorities at the institution.
If we priaffie financial aid recipients, 75 percent are self-supporting
students and two-thirds are female. Over 3,300 self-supporting stu-
dents come from family incomes of $6,000 or less.

Students at Wayne County College received almost $12 million in
student financial aid in 1984-85. Through our policy of open-door
enrollment, students are able to benefit from postsecondary educa-
tion despite the lack of a high school diploma or GED. Approxi-
mately 30 percent of our current students are enrolled under the
ability-to-benefit provision. This statistic is consistent with other
large urban community college systems throughout the United
States. For example, it is estimated that 44,000 ability-to-benefit
students are enrolled in the California community college system,
and statistics from the city colleges of Chicago indicate the same
percentage as at Wayne County. Because of our commitment to

4 4
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provide special services to students who require them, community
colleges offer many students an opportunity for success that they
would not find elsewhere.

Many community colleges as open-door institutions are mandat-
ed by their charter and mission to admit and serve students 18
years of age or older. We fmd that almost 40 percent of all entering
new students read below the ninth grade level. This especially is a
matter of concern to us when over one-half of these students are in
fact high school graduates or do possess the GED. At Wayne
County Community College, based upon individual test scores at
admission, these students are directed to the courses and support
services required.

A recent study of students in our Freshman Learning Institute
Program indicates students enrolled in special support programs
such as this are retained at a higher rate, upwards of 75 percent,
and demonstrate significantly improved vocabulary and compre-
hension skills. Some have characterized students who do not pos-
sess a high school diploma or GED as high risk students, but we
feel the requirement to assess ability to benefit for all students
when combined with support services programs is a prerequisite
for students' success.

As an urban, open-door community college, we recognize our mis-
sion to admit ability-to-benefit students, but the open-door mission
is concomitant with our recognition of the requirement to provide
that extensive strong support services and selective retention
through our standards of academic progress. We believe that there
are two major criteria for responsible administration and delivery
of educational opportunity: those extensive strong student support
services and responsible standards of academic progress for contin-
ued receipt of financial assistance.

It is important to note that student enrollment under ability-to-
benefit requires that we provide that significant testing and sup-
port service. At Wayne County Community College, students upon
application receive a battery of assessment tests primarily to deter-
mine individual math and English competencies. Students then re-
ceive counseling and are directed toward the appropriate remedial
courses as required. We have established a core of support services
to assist students whose competencies are below college level in-
cluding our Freshman Learning Institute, the Institute of Human
Resources, our Special Needs Program and open studies. While not
all students require these support services, the majority, in fact, do
utilize one or more.

As indicated before, the second key factor is the development and
implementation of responsible standards of academic progress for
all students. These standards provide the structural framework for
student success. For 1984-85, fewer than 8 percent of the students
receiving title IV student assistance at Wayne County Community
College were, in fact, denied aid due to an inability to meet the col-
lege's standard for progpass.

Institutions that are unable to assure adequate support services
and proper monitoring of the standards of progress with regard to
the enrollment of high risk or ability-to-benefit students are open
to criticism regarding their commitment to service this population.
Open doors for high risk students can thus be revolving doors if
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such services and policies are not in place. The role of ability-to-
benefit as a criteria for receipt of title IV student aid is key in the
successful educational experiences of many. These students cannot
hope to break a cycle without further postsecondary education to
build their skills and competencies. I can cite numerous examples.

Of course, you should get to know William. William entered
Wayne County Community College in the fall of 1981. He was mar-
ried, over 50 years old; in fact, he had raised a family and was a
grandfather. He had no high school diploma or GED. During his
first semester he registered for open studies classes to build his
competency skills. Upon successful completion of that first full-
time semestei., William attended year round, completing his associ-
ate of arts degree in the spring of 1983 with a grade point average
above a B. He then transferred to a nearby 4-year public university
and is currently completing his degree in alcohol and drug abuse
counseling while workim.; part time in a vocational rehabilitation
center.

And there is Mary. Mary began her postsecondary education at
Wayne County Community College in the early 1970's. She also
had no high school diploma. She was a single head of household
with six children. She completed her GED while at Wayne County
and subsequently received her associate of arts degree. She then
transferred to a private college completing her baccalaureate.
Today, she works in the field of college admissions marketing and
has almost completed her master's. But even more important, she
is proud to have three children currently enrolled in college as
well.

Successes such as these are not the exception, but rather the
rule. Whether high risk or ability-to-benefit labels are applied,
these students are goal oriented in desiring tc achieve. Students do,
in fact, need help to meet the costs of postsecondary education and
the opportunity for them to achieve it would not exist without the
availability of the title IV 'student aid programs. The basic founda-
tion of title IV assistance for our country's neediest students is the
continued support of ability to benefit as a criterion for eligibility.
The individual willing trs invest time and energy to develop skill
and talent deserves the opportunity and sufficient basic support to
achieve his or her goal. Our efforts require courage a,nd commit-
ment to bring about these changes for individual good and that of
our society as well.

Thank you very much.
[Prepared statement of Mary Jane Bond followsl
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PREPARED STATEMENT OF MARY JANE BOND, DIRECTOR OF FINANCIAL AID, WAYNE
COUNTY COMMUNITY COLLEGE, DETROIT, MI

Mr. Chairman and Members of the Committee:

I am Mary Jane Bond, Director of Financial Aid at Wayne County

Community College, in Detroit, Michigan. I speak to you today on behalf of my

institution, as well as the American Association of Community c3c Junior Colleges

(AACJC) and The Association of Community College Trustees (ACCT), re.garding a

paramount issue of concern for all of us - continued financial aid eligibility for

students who have the ability to benefit from post-secondary education.

As a public, non-profit, two year institution of higher education, the Title IV

Student Assistance General Provisions Regulations mandate that we admit as

regular students only persons who:

1. have a high school diploma;

2. have the recognized equivalent of the high school diploma;

3. are beyond the age of compulsory school attendance and have the

ability to benefit from the training offered.

Institutions that admit students under the ability to benefit provision are required

to develop and consistently apply standards or criteria for determining whether

these students have the ability to benefit from the education or training offered.

In the early 1960's, education was preceived as a major part of the nation's

unfinished business. The nation experienced a 7,rowing awareness that America was

not living up to its promise of social justice. The nation redoubled its faith in the

potency of education to help solve social ills and to break the cycle of poverty. It

was at this time that the Higher Education Act of 1965 was passed. It combined

many purposes such as eliminating the barriers of socio-nonomic group member-

ship, geographic location, and to a lesser extent, previous academic experiences.

Since the inception of tne Higher Education Amendments in 1965, students,

beyond the age of compulsory school attendance who have the ability to benefit
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despite lack of high school diploma or recognized equivalency, have been eligible

for Title IV student financial assistance programs. We strongly support the

continuance of ability to benefit as a primary factor of eligibility for a significant

portion of society that we, at Wayne County and in the community college sector

as a whole, are dedicated to serve.

Wayne County Community College is a comprehensive, multi-campus, open

door public institution whose mission is to provide for the diversified educational

needs of the citizens of Metropolitan Detroit and Wayne County. The College has

5 campuses and serves a 500 square mile service district. Over 50 academic

program offerings including vocational certificate, two-year and transfer programs

are offered. For 1984-85 our total student body exceeded 20,000 and over 6,750,

or 1/3 of all students enrolled, received some form of Title IV student assistance.

Our student demographka can best be described as follows:

The average age is 28.

Over 65% of the students enrolled at Wayne County Community College are

minority students and 35% are male.

If we profile the financial aid recipients for 198445, 75% are self-

supporting students and two-thirds are female. Over 3,300 self-supporting

students come from family incomes of $6,000 or less.

Students at Wayne County Community College recieved almost $12 million

in student financial assistance in 1984-85. Through our policy of open door

enrollment, students are able to benefit from post-secondary education despite the

lack of a high school diploma or G.E.D. Approximately .30% of our current students

are enrolled under the ability to benefit provision. This statistic is consistent with

other large urban community college systems throughout the United States. For

example, it is estimated that 44,000 ability to benefit students are enrolled In the

California Community College system. Statistics from the City Colleges of

-2-
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Chicago indicate the same percentage as Wayne County Community College.

Community colleges offer an opportunity for quality education to many who would

not otherwise be able to attend college. We are low cost and accessible. Because

of our commitment to provide special services to students who require them,

community colleges offer many students an opportunity for success t! :d

not find elsewhere.

Many community colleges are "open door" institutiom, mandated by their

charter and mission to admit and serve students 18 years of age or older. We find

that almost 40% of all entering new students read below the ninth grade level.

This is especially a matter of concern to us when over one-half a these students

are in fact high school or G.E.D. graduates. Based upon individual test scores at

admission, these students are directed to the courses and support services required.

A recent study ol mdents in our Freshman Learning Institute program indicates

that students enrolled in special support programs are retained at a higher rate -

upwards of 75% - and demonstrate significantly improved vocabulary and compre-

hension skills. (Bolden et al., 1985).

Some have characterized students who do not possess a high school diploma

or G.E.D. as high risk students. But we feel that the requirement to assess ability

to benefit for all students when combined with support services programs is a pre-

requisite for student success.

The open door for many of these students has been inaccurately character-

ized as a revolving door. To prevent the revolving door, we established extensive

support services for students in recognition of the high risk population we serve.

The typical senario for "revolving door" students involves gaining admission,

performing poorly academically and withdrawing or being dismis5,,d - victims of

educational neglect. As one college president asserted:
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The high risk student comes to the college facing overwhelming odds, the

least of which are the academic hurdles he must surmount. No other

student is subjected to the deliberate, professional neglect... he is one of

the academic squatters with no specific segment of the institution assigned

to him. He is often treated as a villian rather than the victim. (Moore,

1970.)

As an urban, open door community college, we recognize our mission to

admit students without a high school diploma, but the "open door" mission is

concommitant with our recognition of the requirement to provide extensive strong

support services and selective retention through our standards of academic

progress. We believe that there are two major criteria for responsible administra-

tion and delivery of educational opportunity:

1. Extensive student support services.

2. Responsible standards of academic progress for continued receipt of

financial aid.

. It is important to note that student enrollment under the ability to benefit

requires that we provide significant testing and support services. At Wayne County

Community College, students upon appliction for Admission receive a battery of

test assessments - primarily to determine individual Math and English competen-

cies. Students then receive counseling and are directed toward the appropriate

remedial courses as required. Wayne County Community College has an established

core of support services to assist students whose competencies are below college

level. These services include:

1. The Freshman Learning Institute - students are placed in a core of

classes for up to one year before mainstreaming into regular college

curricula;
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2. Institute of Human Resources - on-going, individualized support through

tutoring, counseling, computer-assisted learning labs, etc.;

3. Special Needs - provides support to the unique or specialized require-

ments a students, such as readers for the blind, or interpreters for the

hearing impaired;

4. Open Studies - class size is very limited in an effort to maximize

student faculty contact.

While not all students require these supportive services, the majority in fact

oo utilize one or more of these services. As indicated before, the second key

factor is the development and implementation of responsible standards of academic

progress for all students. These st,ndards provide the structural framework f6r

student success. For 1984-85, fewer than 8% of students receiving Title IV student

assistance at Wayne County Community College were denied aid due to an inability

to meet the College's standard for progress.

Institutions that are unable to assure adequate support services and proper

monitoring of the standards of academic progress with regard to the enrollment of

"high risk" or ability to benefit students are open to criticism regarding their

commitment to service this population. Open doors for high risk students can thus

be revolving doors if such servicPs and policies are not in place.

The role of ability to benefit as a criteria for receipt a Title /V student

financial assistance is key in the successful educational experiences of many high

risk students. These students cannot hope to break the cycle without further

post-secondary education to build their skills and competencies.

I can cite numerous examples of the successful enrollment of ability to

benefit students at Wayne County Community College. For example, you should

get to know "William." William entered Wayne County Community College in the

Fall of 1981. He was married, over 50 years old, and had no high school diploma or

-5-
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G.E.13. During his first semester, he registered for Open Studies classes to build

competency skills. Upon successful completion of that first bll-time semester,

William attended year round and completed his Associate of Arts degree in the

Spring of 1983 with a grade point average above a "B". He then transferred t6 a

nearby four year public university and is currently completing his degree in Alcohol

and Drug Abuse Counseing while working part-time in a vocational rehabilitation

center.

And there's "Mary." Mary began her post-secondary education at Wayne

County Community College in the early 1970s. She also had no high school

diploma. She was a single head of household with six children. Mary completed her

G.E.D. while at Wayne County Community College and subsequently received her

Associate of Arts degree. She then transferred to a private college completing her

Baccalaureate. Today, she works in College Admissions Marketing and has almc;st

completed her Master's degree. She is proud to have three children currently

enrolled in college as well.

Successes such as these are not the exception, but rather the rule. Whether

high risk or "ability to benefit" labels are applied, these students are goal-oriented

and desiring to achieve. Students do, in fact, need help to meet the costs of post-

secondary education and the opportunity for them to achieve vould not exist

without the availability of thc Title IV Student Aid Programs. The basic foundation

of Title IV assistance br our country's neediest students is the continued support of

ability to benefit as a criterion for eligibility.

The individual, willing to invest time and energy to develop skill and talent,

deserves the opportunity and sufficient basic support to achieve his/her goal. Our

efforts require courage and commitment to bring about these changes for indivi-

dual good and that of our society as well.

-6-
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Can we afford not to continue to provide support to students who have the

ability to benefit?

We, today, must assure a body of highly-trained and well educated, literate,

citizens. They are needed in computers, laser technology, robotics and other

technologies; and also in education, human services, health care, food processing,

and construction, only to name a few.

Your strong support of Title IV programs to include students with Ability to

Benefit will assure that we achieve these goals and benefit all of society both for

today and the future.

References

Bolden, John et al. (1985). Wayne County CoMmunity College Freshman Learning
Institute Report, Detroit, Michigan: Wayne Ccunty Community College, The
Institute of Human Resources.

Monroe, Charles R. (1972) Profile of the Community College, San Francisco,
Jossey-Bass.

National Commission on Excellence in Education. (1983). A Nation at Risk: The
Imperative for Education Reform (DHHS Publication No.065-000-00177-2).
Washington, D.C.: U.S. government Printing Office.

-7-

449



445

Mr. FORD. Thank you both for very fine presentations.
Jerry, I have been looking at this test that you attached to your

testimony here, and I would have trouble. How much weight is put
on the test vis-a-vis a personal interview or a subjective evaluation
of the student in making a determination that they will be admit-
ted under the ability to benefit?

Mr. DONAWAY. It is actually all used, Mr. Chairman. In a recent
survey, about 90 percent of our schools use two nationally recog-
nized aptitude tests for admissions in association with personal
interviews, letters of credit, particularly in use with the ATB stu-
dent.

Mr. FORD. But suppose that the student doesn't score well on
this. Would they have a possibility of making it if they convinced
an interviewer in another way that they could

Mr. DONAWAY. Certainly. As you know, a lot of people do not test
well. You are looking et one. I never did particularly well on a lot
of tests. But the institutions are very sensitive to the ATB student.
7-ley do work with them in allowing them in some cases to repeat
the test, but then giving other weights to the interviews and the
backgrounds of the students and, in fact, the recommendation from
other sources.

Mr. FORD. I did notice on page 4 of your test examples. "Cosme-
tology is to women as barber is to: (1) ladies, (2) horses, (3) man, (4)
actress."

Mr. DONAWAY. I will take no responsibility for that test. That is
a [Laughter.]

That test has been validated nationwide I am told and isused
Mr. FORD. If you gave this test at the University of Michigan, the

women would riot. [Laughter.]
Mr. DONAWAY. I suspect so. And I am surprised that hasn't hap-

pened in our institutions.
Mr. FORD. That looks like the kind of' test somebody like me

would write, not a nice fellow like you.
Mr. DONAWAY. Well, the test hag been around quite a while, and

I know that they do periodical: update it. But I rill make that
note for them, Mr, Chairman. I m sure ; get out of the
room I will be reminded of it, aLO.

Mr. Rum I am sure that our female profdok .ls on the staff
will note that in the test.

Mr. DONAWAY. I am sure they wili.
Mr. FORD. Mary Jane, we had a lot a discussion about your

school the other day in front of this committee during our hearing
on title III. Particularly, the numbers with respect to the high per-
centage of black students that you are serving at Wayne County
Community College where, unfortunately, we have been able to get
very little title II money. You have been in a virtual State-imposed
receivership and every kind of trouble that an institution could
survive and still the Office of Education would not think that you
are a developing institution and need some money to get going.
What is your reaction to this? If we knocked off something as sig-
nificant as the ability-to-benefit population that you have right
now, what would be the prognosis for the short term at least of the
survival of Wayne County Community College?

51-473 0 - 86 - 15
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MS. BOND. The receivership would have worked. You would put
us with a padlock on the front door. We would lose approximately
one-third of our students.

Mr. FORD. The troubles that the school has been through have
already reduced the student population, haven't they?

Ms. BOND. Drastically, yes.
Mr. FORD. One of the newest campuses built in my district is now

on the block for sale.
Ms. BOND. Almost. We are trying everything we can to, in fact,

do some marketing in the western Wayne County area to improve
that situation.

Mr. FORD. Well, I appreciate the fact that you were able to come
and give this testimony on behalf of the community colleges, be-
cause actually it was the community coIlet:s that originally
brought the proposition to us and posed the proposition of the abili-
ty to benefit.

The schools that Mr. Donaway speaks for were perceived by the
Department to have been excluded by the definition the way we
originally wrote it on the ability to benefit, and we had to go back
a second time. There was no disagreement between the House and
the Senate on making it abundantly clear that we meant not just
community colleges when we used community colleges as an exam-
ple of an institution where this might work. And I heard nothing
really very solid over the years that indicates that it hasn't worked
well. It hasn't, really been an issue until it popped up in the budget
earlier this year. And we are going to need help from you with
Members of Congress because that has placed a question in their
mind that wasn't there before. Not everybody understands how we
got there or how it works or what happens.

We had some very good testimony from one of your people in
New York at the hearing that Mr. Biaggi scheduled up there, who
is now an independent businesswoman, who would have been kept
out if this change had been made. We also had testimony from the
lady with the business schools in New YorkDrake Business
Schools? Yes, Mary Ann Lawlor who gave us as a stereotypical stu-
dent a 19-year-old Hispanic female with two children that she was
supporting while going to school trying to get entry-level office
skills. And she was at that time testifying about the budget which
would have knocked her (v.,,t, because she was an ability-to-benefit
student, and hit her by rf4;viing her Pell grant and hit her by re-
quiring a bigger up-front we-1, rxmtribution. And she indicated that
the impact on their scho& zA',{: that combination of changes would
be to close the Bronx camp,i, i4.hich is overwhelmingly minority
students.

Thank you very much.
And the father of help for the independent and nontraditional

student on this committee, Mr. Biaggi.
Mr. BIAGGI. Well, I don't know if I am the father. qet sensitive

when you say those things. [Laughter.]
Clearly, it is our language that permitted the ability for a great-

er ne of students to come into these programs.
I think we have to justify the existence of that language,

nok cv.tr experience with it. In my judgment, it is a proven program,
it is ti 1,'.roven policy of our Government. I visit some of these

dAl
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schools in New York City, and I can tell you that when you look at
the faces of the students, most of whom are minorities, most of
whom are women, anyone that would even contemplate the elimi-
nation of this ability to benefit would have a look to their souls be-
cause at least these students have hope. They are motivated. They
are clearly motivated as compared to languishing in some ghetto.
They do go on and go to work. Ofttimes they don't get the job that
they studied for, but that is not important. It motivates them to go
look for a job. They cross that threshold of labor, something which
they have never done before or even thought about.

Now, I have been here some 17 years and I don't know any pro-
gram no matter how well intended that could survive the clinical
scrutiny by any Government agency without finding some abuse
and some malfunction, or some area of correction. I am sure that
you would be the first to acknowledge there are some failings in
these areas. Administration varies with the individuals and with
localities. That is where the attention should be focused.

But to destroy a program simply because you find some areas
after a study of some 35 schools where you have some 1,700 schools
involved. When I saw "60 Minutes," I knew we ivero headed for
trouble. But I know how "60 Minutes" functions. They look for the
exception and beat the hell out of it, and they create a national im-
pression. It is those birds that are coming home to roost.

I remember when I was in another phase of one of my careers I
was assistant to the Secretary of State in New York State and I
was in charge of dealing with inmates who were desirc us of apply-
ing for licens that the department of state granted. One was cos-
metology, and the other was barbering. It was my responsibility to
review the applicants who would be eligible once they passed the
curriculum. It was important to know that you couldn't permit a
con person, man or woman, to be a cosmetologist because how per-
sonal can you get, and you could take advantage. If she was a shop-
lifter, well, she did her time and she wanted to go in a different
direction, and this wasit worked. The point is it worked. We are
talking about people who have served time in prison. Now, we are
here, we are talking about something that works. In real terms it
works.

Do I think there are schools that are abusing the program? Abso-
lutely. Do I think that proprietors are ripping it off? ?thsolutely.
But that applies to every program the government has ever spon-
sored, and it is up to us to monitor it. It is up to government to
monitor it, and it is up to industry to monitor it. Don't be like the
doctors. You know, they bury their mistakes, and they are worried
about malpractice. They are responsible for the malpractice insur-
ance rates. Hopefully, there would be a shift, and they should have
a peer review with some integrity. And I think the industry calls
for it here.

Don't be reluctant and sit back, and say: "They are not picking
on me, I'm all right," that won't do. That will not do because you
have very formidable opposition here.

You made reference, Mr. Donaway, about draconian methods.
Sure. They will close the schools. They will elnse the schools, elimi-
nate tens of thousands of jobs. More important, it is a money-
making operation. People are working, and they are giving oppor-
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tunity to young folks and not so young folks, who will never go
toin some areas, won't go to a regular school. Sure, they will go
to Wayne Community Colleges. Even in that area I imagine some
of them don't go to Wayne, they would like to o to a private
school.

There is a closer relationship with all of fa a .students, and they
know they are starting on an equal level, wEch is prefty much
down on the lower rung of the whole economic strata. Even the
social strata.

I had to make those statements, Mr. Chairman, because, first, to
say I am upset is a mild expression. The damn thing works. We
should expand it, and not contract it. If there is criticism to be
found, and I am sure there is, let's farld some method to correct it
without throwing the baby out with the bathwater. That doesn't
seem to be the way the administration is going, unfortunately.

I have a couple of questions, but I think we have some votes. You
made reference I think obliquely to Janice Rivera who went to cos-
metology school. She is outstanding. She is one that came to our
attention, but I am sure there are many others. She started in cos-
metology school. She is a businesswoman today; she has several
beauty shops. What a classic illustration.

But even if the others don't go into business, they are working.
There is a human development, an enhancement, an enrichment.
They feel like meaningful human beings, as contrasted to being
just kept in prison, and in slavery, in their own minds, in the local
areas. I mean you just have to witness and talk to those folks to
understand just what we are doing. It is more than just a job. You
are dealing with human beings who we have given hope to. I mean,
out of despair. Out of complete despair, poverty, and the slums of
our cities they come, and here is a plare. There is hope. You ask
them to go to school, a regular school, they won't do it. Is a high
school diploma the criterion? Nonsense. Nonsense. History is re-
plete with people wlya .tave headed major corporations and never
had a high school diploma.

Is it desirable? Of course. Is a college degree desirable? Of course.
Ia it essential for life? Not really. Not really. If you have the moti-
vation you are educated in so many ways in life. But this ability-to-
benefit is one that should be preserved. I will tell you there is a
very considerable effort to eliminate it. I am not so sure the opposi-
tion is coming from just the administration or those who might or-
dinarily be opposed. You might also get it from different segments
of the educational community where the policy is, take care of me
first. They will talk loftily and in an altruistic fashion, but, as the
Indian says, they talk out of both sides of their mouths. They talk
with forked tongues.

Well, we see that. We know that. But the challenge is before us.
I know the chairman feels as strongly as I do, and I am sure the
members of the committee do. I hope so, because this is one fight
we cannot afford to lose. It would be catastrophic. Not just from
the business aspect; from what you do to human beings. You say
you are down in a hole, you stay there. If you are going to get out,
you are goirg to scratch on your own.
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A lot of people do scratch on their own and get out. There are
many people that cannot and will not, and they are doomed to an
oblivious sort of life.

Mr. FORD. Thank you.
We will take a short recess to make this vote, and then we will

start with the next panel, which is Mr. Richard Fogel, Director of
Human Resources Division of the General Accounting Office; Wil-
liam Clohan, general counsel of Association of Independent Col-
leges and Schools; Jack Henderson, chairman of the Association of
Independent Colleges and Schools and president of Branell College.

[Recess.]
Mr. BIAGGI [presiding]. The meeting is called to order.
Mr. Richard Fogel, Director, Human Resources Division, GAO;

Mr. William C. Clohan, Jr., Clohan, Adams & Dean, general coun-
sel, Association of Independent Colleges and Schools, accompanied
by Mr. F. Jack Henderson, Jr., chairman, As...:Iciation of Independ-
ent Colleges and Schools and president of Branell College.

Mr. Fogel.

STATEMENT OF RICHARD L. FOGEL, DIRECTOR, HUMAN
RESOURCES DIVISION, GENERAL ACCOUNTING OFFICE

Mr. FOGEL. Thank you, Mr. Biagg;
We are pleased to be here to discuss our August 1984 report, and

I would request that my statement be submitted for the record.
Mr. BIAGGI. Without objection.
Mr. FOGEL. What I would like to do is summarize it and also sev-

eral issues that have come to our attention, most of which have to
do with some questions regarding, what you would call, the bottom
line of our report and whether the methodology was proper. I
would also like to comment that a lot of the issues that the other
panelists may raise we have seen for the first time this morning,
and I am really not prepared to comment on some of those.

But I would like to point out that we did this job at the request
of the former chairman of the subcommittee and Congressman
Gephardt, who had some concerns about whether things were oper-
ating right in the proprietary school program.

Mr. BIAGGI. What subcommittee?
Mr. FOGEL This subcommittee.
Mr. BIAGGI. Gephardt?
Mr. FOGEL. It was when Representative Simon was the chairman

of the subcommittee.
Our ah:,- f:tvo was to try to find out whether or not there were

1t existed that called for corrective action. Primarily
we ;ally concerned with how well the Education Department
was monitoring the program. To do that, we were concerned with
the altivities of four ,f,:,:rotzps: the Education Department, the as.cred-
iting commissions, the State limn:sing agencies, and the independ-
ent public accounting firms.

To tio the work, we judgmentally !..ielected 15 States from which
we randomly sampled 35 schools. Mese 15 States cont4ined 1,165
of the 1,725 proprietary schools nationwide, and the students at
these schools received about $185 million, or about 66 percent, of
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the Pell grant funds dispersed in the program year that we looked
at, which was 1980-81.

Some have questioned the results of our work because of the way
we drew the sample. I would like to say that we are confident of
our results and that they do show that there are problems in this
program that need correcting. It is undoubtedly true that if we had
taken a larger sample size, in some cases the error rate of some of

estimates would have been reduced. But one of our concerns
had to do with the resources we had available to conduct the job,
and we had limited resources. So we made a decision to cut back on
the size of the sample.

Considering the magnitude of the problems discussed in our
report, we don't think a larger sample size would have materially
changed the results. Let me give you an example. Some would say
that a standard error of more than 10 percent would indicate that
an estimate is unreliable. The question that we asked ourselves, is
by whose standard? What we were attempting to do was to try to
find out whether a problem existed. And if the rate of occurrence
of that deficiency was 50 percent or 60 percent or 70 percent, our
judgment was that we had a problem in the way the program
ought to be administered and that some corrective action was war-
ranted. Now cutting the sampling error, which in some of these
cases would have meant quadrupling our workload to do so, wr.s a
judgment we made that it wasn't worth it given the magnitude of
the problems that we uncovered.

Now whct were some of those problems? A little less than two-
thirds of the schools admitted students who did not meet the ad-
mission requirement that they have a high school diploma, a gener-
al education development certificate or ability-to-benefit. Now the
majority of these students dropped out before completing their
training, but they had received $13 million in Federal aid. In addi-
tion, students who met the ability-to-benefit criteria did drop out at
a significantly higher rate than students who were admitted with a
high school diploma or a GED certificate.

I would point out I have had a chance this morning just to
glance at the testimony of some of the other panelists, and one of
the things they do is take exception with how we calculated the
dropout rate. We have not had a chance to look at their analyses,
and I am not going to comment on the accuracy of what they did.
However, I would like to make this point. We looked at the dropout
rate this way. We looked at the school. If it had a year program, we
looked at how many students entered at the beginning and at the
end of the year's program, the difference being, how many dropped
out. If they had a 6-month program, we used the criteria of the
school.

One of the criticisms was that we did not use the exact criteria
that Education had in their regulations dealing with some schools
who "de not have what they would call a common academic yew-."
What I would point out is I think there is some disagreement, and
that it is our judgment that the dropout rate was really high for all
students. Not just those that had ability-to-benefit but for everyone.
And from a policy perspective for the Congress, what we ,kviinted to
do was report on that rate.
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And about a third of the money that went to students -In these
schools in the year that we looked at, went to st'tts who
dropped out before they completed the program. You all have to
make a policy judgment as to whether this is an accr. ptable pro-
gram. There is no doubt that two-thirds of the money was well
spent. Our position in the report was that we were uncomfortable
with the fact that the statistics show that there was a high dropout
rate. That ;..s why we recommended Education take a look at the
ability-to-benefit criteria to see if there is some way they could
tighten up the criteria. Not to totally eliminate it, but as we said
(and we assumed that Education working with representatives of
the schools and the academic community) come up with some im-
proved criteria.

Subsequently we found that Education has proposed in draft leg-
islationalthough we understand it isn't here yetthat they elimi-
nate ability-to-benefit. We 'did recommend to Education that if they
couldn't come up with this criteria, they should consider a legisla-
tive change. But I would suggest that our first course of action and
what we wanted to have done was to have the Education Depart-
ment take a hard look at that issue. Again our statistics showed
we identified a problem. Although there n: y be some disagree-
ment on the magnitude of the problem, and I don't think any sta-
tistical analysis would show that it is not a serious problem. Even
if you accept the comments o: the other panelists that using their
calculations the dropout rate of 36 percent, that is still above the
33 percent rate that Education says indicates a serious problem in
the program and needs to be looked at.

We also found that over 82 percent of the schools failed to con-
sistently enforce academic progress standards; about two-thirds of
the schools misrepresented themselves to varying degrees, primari-
ly when recruiting students and overstating such things as job
placement rates; and that there were some problems in accurately
computing and dispersing Pell grants. Again these issues aren't
just a problem in proprietary schools. However, I would also like to
point out that it was not in the scope of either the request we got
from the subcommittee or our work, to compare the problems of
proprietary schrols with nonproprietary schools. The issue we were
asked to look at was how well this program was being adminis-
tered, and we found problems.

Mr. BIAGGI. If I may interrupt you for a moment just to make
the point. I think you were here when I made some comments.

Mr. FOGEL. Yes.
Mr. BIAGGI. I clearly acknowledge any program should be moni-

tored. And you come up with certain statistics and give or take a
few points you still have a problem.

Mr. FOGEL. Right.
Mr. BIAGGI. As far as the ability-to-benefit to concern. In the city

of New York I am sure you are aware that in the public schools
there is a 45 percent dropout and there is a 70 percent dropout
among minorities. And that is the public school sr..-- So if you
are going to question the expendiuture, the wisdom of trie expendi-
ture of the ability-to-benefit, then we should question the wisdom
of providing monies for the public school system.
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Mr. FOGEL. Well, I think that is a policy decision the Congress
certainly has to make. And I think, it is a valid question to ask of
any type of education I.irogram: Do the students who enter the pro-
gram succeed, or w!ri-,.,.! percent succeed? And I would certainly not
suggest that wc schools in New York City because there is
such a high fa. But it certainly should alert the Depart-
ment that there. :as t problem that needs to be dealt with. And I
was very impressed with the testimony of the woman from Wayne
State. She said that the ability-to-benefit subset of students is more
high risk. What they have found they have had to do, and appar-
ently it is working fairly well there, is to give them some special
attention and to help those students get their academic skills up to
the level where they can really benefit from postsecondary educa-
tion. But I don't think that it is improper to look at that type of
issue when looking at how well a program is working.

One of our concerns when we
Mr. BIAGGI. Excuse me, Mr. Fogel.
Mr. FOGEL. Yes, sir.
Mr. BIAGGI. We will have a recess.
[Recess.]
Mr. FORD. Why don't we start?
Mr. FOGEL. What I was saying, Mr. Chairman, was that in sum-

mary there might be some disagreement on the magnitude of the
problems, but I think the bottom line of our report is that there
are problems that ought to be addressed in this program. What we
were concerned about is how the Department could adequately
monitor and enforce the program. And quite frankly, I think I
would really agree with Mr. Biaggi on this point. That it is really
going to be up to the schools themselves to do most of this.

The Education Department has limited resources to conduct re-
views and really monitor this program. And although they have
proportionally spent more time looking at proprietary schools than
other schools, the frequency with which they are able to do that
still isn't too large.

We also found that State licensing agencies and accrediting asso-
ciations don't offer a lot of potential for continually assisting the
Department in these efforts. That really is not their role. The State
licensing agencies don't have a lot of people and the accrediting
process is obviously very important and provides assurance at a
given point in time that the schools are adhering to correct poli-
cies, but it is really up to the schools to do it. Independent audits
do offer the potential for helping Education with onsite monitoring
because they are done at each school every 2 years. However, some-
times these audits fall short of Education's needs because they
don't always adequately address compliance needs. But we did rec-
ommend, and Education has adopted this, that the inspector gener-
al work with the American Institute of Certified Public Account-
ants [AICPA] to give increased training to public accountants so
when they do the audits at these schools every two years those
audits are more complete.

I would also like to point out that Education has adopted our rec-
ommendation dealing not only with that, but also in dealing with
the problem of timeliness of refunds. We did find some problems in
that regard and they are planning to publish final regulations this
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summer requiring that such refunds be made to the Federal Gov-
ernment within 30 days of the date that a student leaves the
school.

So with that I would like to offer my willingness to respond to
any questions that you may have.

[Prepared statement of Richard Fogel follows:]
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PREPARED STATEMENT OF RICHARD L. FOGEL, DIRECTOR, HUMAN RESOURCES DIVISION,
GENERAL ACCOUNTING OFFICE

Mr. Chairman and Members of the Subcommittee:

We are pleased to be here to discuss the General Accounting

Office's August 1984 report, "Many Proprietary Schools Do Not

Comply With Department of Education's Pell Grant Program

Requi'rements!" Our review was requested jointly by the former

chairman of this Subcommittee and Representative Richard A.

Gephardt because of their concerns about reports of proprietary

schools abusing the Pell Grant program.

Proprietary schools are generally private vocational

schools operated for profit. The objective of the 2ell Grant

program at these schools is to help financially needy students

get training which will pmaltre them for employment. (The Pell

Grant program is one of the largest financial assistance

programs authorized under tArlt: IV of the Migher.Edtication Act.)

During the 1980-81 schOol 7ear, the most recent complete year at

the time of our review, g2.5 billion in Pl Grants were awarded

to 2,855,000 individuals. About 300,000 c,t these studerms were
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attending proprietary schools and received about $278 million in

Pell Grants.

Each participating institution is responsible under an

agreement it has with the Secretary of Education, for

administering the Pell Grant program on its campus according to

134.ugTaim rules and regulations. This includes requirements for

determining student eligibility, calculating and disbursing

grant funds, enforcing academic progress standards, and

calculating and making refunds.

Four groups are involved in monitoring the participating

schools day-to-day admrnistration of the Pell Grant program.

These groups--accrediting commissions, state licensing agencies,

the Department of Education, and independent public accounting

firms--play varying roles in ensuring that institutions comply

with program regulations.

We judgmentally selected 15 states from which we randomly

sampled 35 schools to determine how they administer the Pell

Grant program. The 15 states contained 1,165 of the 1,725

proprietary schools nationwide that received Pell Grant flInds.

Students at these 1,165 schools received $185 million, or 66

percent, of the $278 million of Pell Grant funds disbursed in

the 1980-81 award year. At the 35 schoo1$1, we selected a sample

of 761 students who received a Pell Grant for the first time.

The student sample was representative of an estimated 123,000

Pell Grant recipients at the 1,165 schools.

2
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While our selection does not allow us to project our

findings to the 1,725 schools nationwide, our principal findings

are representative with 95 percent certainty of the 1,165

schools from which we drew our sample.

In summary, we found that many school were not complying

with program requirements. 'Some of these schools questionable

practices included (1) admitting unqualified students, who we

found had a greater tendency to drop out of school before

completing their training than did qualified students; (2) not

establishing and/or enforcing academic progress standards;

(3) misrepresenting themselves to prospective students; and

(4) making errors in coniputing and disbursing Pell Grant awards

and refunds. We recommended several corrective actions, and the

Department of Education has taken steps to implement each of

these.

NONCOMPLIANCE WITH
PROGRAM REQUIREMENTS

Our review showed that at least 965 of the 1,165 schools

did not comply with one or more program requirements. We

estimated that these practices were costing the federal

government millions of dollars. Some of the practices in

question are summarized below.

--A little less than twothirds of the schools admitted

students who did not meet the admission requirement that

they have a high school diploma, general education

3
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development (GED) certificate, or ability-to-benefit

from training. The majority of such students dropped

out of school before completing their training but not

before they received $13 million in federal student aid.

In addition, students who met the ability-to-benefit

criteria dropped out at a significantly higher rate than

students who were admitted with a high school diploma or

GED certificate.

--Over 82 percent of the schools failed to consistently

enforce academic progress standards, which usually

consisted of minimum requirements for classroom

attendance and grade point average. As a result, many

students mere allowed to remain in school and continued

to receive federal funds when they were not making

satisfactory academic progress, contrary to Education's

regulations.

--About two-thirds of the schools misrepresented

themselves to varying degrees--primarily when recruiting

students--by overstating job placement rates, offering

students "free scholarships" which did not reduce

tuition, or inaccurately representing themselves in

their advertisements.

--Under Education's regulations, schools perform the role

of a fiduciary regarding their use of title IV funds.

However, the federal government incurred additional

4
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costs under the Pell Grant program because many schools

did not adequately carry out their responsibilities for

(1) accurately computing and disbursing Pell Grant

awards to eligible students and (2) making accurate,

timely, and equitable refunds to students and the

federal government when students fail to complete their

training.

INADEQUATE MON/TORING
AND ENFORCEMENT

The Department of Education's regulations require that

participating schools be audited by an independent public

accountant at least once every 2 years. Schools must also be

licensed by the state in which they operate and approved by an

Education-recognized accrediting association. In its efforts to

assure that schools comply with various Pell Grant program

requirements, Education conducts on-site program reviews at some

schools each year. However, the Department has limited staff

resources to conduct these reviews and, therefore, can not

adequately assure that schools comply with Pell Grant

regulations.

Also, we found that state licensing agencies and

accrediting associations offer little potential for assisting

the Department in assuring that schools comply with program

requirements. State licensing agencies are often hampered by

staff shortages. The accrediting associations said that the

5
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accrediting process provides assurances only at a given point in

time and that they are not responsible for continuously

monitoring school activities, especially concerning compliance

with federal laws and regulations.

Independent audits offer the potential for helping

Education with on-site monitoring because they are to be

performed at each school every 2 years. However, these audits

fall short of meeting Education's needs because they do not

always adequately address compliance issues (such as schools'

compliance with admission or academic progress requirements), or

in some cases do not furly disclose the audit findings to

Education.

The quality of the audits performed by independent public

accountants is evaluated through quality assessment reviews

performed by Education's Office of the Inspector General. The

Inspector General has found problems with some independent

auch-s, such as not providing adequate coverage or testing of

compliance issues. In some instances the Inspector General has

rejected audit reports and/or the audit work supporting them.

However, the Inspector General has not established an effective

system for gathering and using the reasons for such rejections

as a basis for improving audit quality. This information, if

properjy analyzed, could form the basis for assessing the extent

to which the work of public accountants can be relied upon, and

for de:ermining how the quality of such work can be improved.

6
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RECOMMENDATIONS TO THE
SECRETARY OF EDUCATION

In view of the significantly higher dropout rate for

students admitted on the basis of an abilitytobenefit

criterion, we recommended that the Secretary explore the

feasibility of developing criteria that would provide schools a

better indication that such students have a reasonable

likelihood to complete training. If suitable criteria cannot.be

developed, we recommended that the Secretary seek a legislative

change to limit admission to students with a high school diploma

or GED ,:ertificate.

To improve the monitoring and enforcement of school

compliance with Pell Grant regulations, we recommended that the

Secretary ask the Inspector General to gather information on why

they reject the audit work and reports of independent public

accountants. The analysis Of this information could then be

used by the /nspector General as a basis for assessing and,

where necessary, improving the quality and reliability of

independent audits.

In regard to the latter point, we suggested that a

collaborative effort with the American /nstitute of Certified

Public Accountants (AICPA) would seem to be most useful. The

overall result of this effort would be the development of better

information for Education to use in monitoring compliance. Such

information, together with its program reviews and Inspector

General audits, should allow Education to better assure that

problems such4as those noted regarding recruiting practices,

7
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adherence to academic progress standards, and administering

federal funds are identified and remedial or other enforcement

action is taken where appropriate.

DEPARTMENT OF EDUCATION ACTIONS.

Since the report was issued, Education has taken action to

implement each of our recommendations. Educ.c-tion said it

recognized the potential for abuse inherent in che

ability-to-benefit clause and will propose li's. 3aletion from the

Higher Education Act. Ks of.today the Department's legislative

proposals relative to the Higher Education Act's reauthorization

have not been submitted to the Congress.

Education's Inspector General is developing a reporting

system to gather the type of information we recommended for use

in improving the quality and reliability of public accountant

audits. Further, the Inspector General is assisting the AICPA

to develop a training course for public accountants covering the

audit requirements for federal student financial aid programs.

The course is scheduled to be presented this winter. Further,

the AICPA conducted a national conference on auditing federal

assistance programs in which the Inspector General

participated. The conference was held on July 25 and 26, 1985,

and was attended .by practicing public accountants and federal,

state, and local officials.

Finally, in view of our findings regarding the timeliness

of refunds, Education said it plans to publish final regulations

this summer requiring that such refunds be made to the federal

government within 30 days of the date a student leaves scnool.

8
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we will continue to monitor Education's steps to implement

our recommendations.

Mr. Chairman, this concludes our statement. We will be

happy to answer any c-aestions at this time.

Mr. Foam Mr. Clohan?

STATEMENT OF F. JACK HENDERSON, JR., CHAIRMAN, ASSOCIA-
TION OF INDEPENDENT COLLEGES AND SCROOLS AND PRESI-
DENT BRANELL COLLEGE, ACCOMPANIED BY WILLIAM C.
CLOHAN, JR., CLOHAN, ADAMS & DEAN, GENERAL COUNSEL,
ASSOCIATION OF INDEPENDENT COLLEGES AND SCHOOLS,
AND ALICE T. DIAMOND, FINANCIAL AID CONSULTANT
Mr. CLOHAN. Thank you, Mr. Chairman, and members of the sub-

committee. We appreciate the opportunit to testify before the sub-
committee this morning on a very important issue; specifically, the
GAO report on Pell grant administration. I am William Clohan,
and I serve as general counsel for AICS, the Association of Inde-
pendent Colleges and Schools, as well as the Accrediting Commis-
sion, which is related to the association but slightly independent.

With me is Jack Henderson, who is president of Branell College
in Chattanooga, TN, and also serves as chairman of the AICS Ac-
crediting Commission. Alice Diamond, to my right and your left, is
a former Federal audit official, program review officer, who recent-
ly completed an analysis of the raw data submitted by the GAO to
determine the background of their study and whether in fact the
methodology or the application to regulations was appropriate.
This study was funded by AICS as well as the National Association
of Trade and Technical Schools and the National Accrediting Com-
mission of the Cosmetology Arts and Science.

I will not focus this morning on the sample size or the manner in
which the GAO determined that 35 institutions wera appropriate
for their study and subsequent extrapolation. Statisticians can dis-
agree. Appended to Ms. Diamond's study is a review by a local firm
on the statistical basis of their study.

What we are concerned with this morning is the application of
Department of Education regulations and also perhaps independent
policy judgments that may have skewed the results in the GAO
report. I hate to ever come before this committee or being involved
in an activity where I feel like I have to be defensive for my cli-
ents, and perhaps even for the students, that the AICS and other
associations represent. I, therefore, will try to be as neutral and ob-
jective as possible in my presentation, and then on a more positive
train I think that Mr. Henderson will go through some of the ac-
tions taken by the accrediting body in the areas or the issues iden-
tified in the GAO report.

Frankly, AICS Ind the other associations representing private
career schools anu colleges were quite surprised by the findings in
the report since our telephone interviews of the schools that were
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visited had almost uniformly reported that the reviews had gone
well and that auditors had found few or no exceptions. Also, the
regional summaries prepared by the GAO audit teams were like-

wise very positive. Because of the great discrepancy, the specific as-

sociations I mentioned commissioned a study of the findings and at-
tempted to replicate the numbers cited in the GO report. Al-

though, Ms. Diamond only had 2 full days to review the audit files,
based on our preliminary study we have serious concerns about the
use of the report in making policy judgments.

I would like now to take some of the spu i items that were
identified in the report and give nue specific responses to them.
First, under the admissions require 41eni Z category, we feel that ad-
missions requirements for non-hig zchool, non-GED students are
adequate for career training. Base, '-ne differential completion
rate of non-high school graduates versus high school graduates
which their study found, the GAO suggested, or course, as we have
discussed, that participation in the Federal aid programs be limited

to high school graduates or GED candidates, or GED recipients,
unless a more objective method of determining the student's ability
to benefit was developed. We are concerned about that recommen-
dation because, first, as many of us know and as Mr. Biaggi pointed
out, the existence of a high school diploma in and of itself is not
necessarily a good predictor of a student's ability to perform aca-
demically or perform later in life in a career. Second, statistics
show that an increasing high percentage of students are not fmish-

ing their high school education. We cited the New York State sta-
tistics where 48 percent complete high school. And nationwide cur-
rently 26 percent of all adults did not graduate from high school.
To tell these students or the neediest of the needy that they will
never be afforded the opportunity or another chance to continue
their education seems contrary to our basic principles of American
democracy and certainly inconsistent with the legislative priorities
established by this Congress in previous years.

The second item. Raising admission standards would limit oppor-
tunity for almost 1 million students who could otherwise learn a
skill. Not all jobs do require a high school diploma, but by far the
majority require a saleable skill. We, representing the proprietary
sector of higher education, are proud to give those underskilled the
skills they need for productive jobs. A more realistic goal was for

the underprivileged to move from a life of welfare to one of finan-

cial independence and, ultimately, dignity. AICS is appalled by the
recent studies which have shown that the number of minority stu-
dents going into postsecondary education is declining substantially.
These students are a high risk group, and it is expectedand when
I say "these students" I am now talking about the ability-to-benefit
studentsand it is to be expected that they will complete at a
lower rate than those students who have come from both financial-

ly and academically supportive environments.
I would like to concur with the witness from Wayne Community

College in saying that support services also need to be given to

these students in the form of tutorial programs, remediation, spe-
cific financial and social support. And most all of our schools we

represent do give that additional support.

.!
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The GAO study show that the completion rate of these students
is approximately 14 percent lo 0..cin that for students who have
a high school degree, or diplomF. Even if one accepts the statistics,
and I will point out later where wo have some problems with it, we
feel that it is a realistic risk for Ctz.gress to take to break the cycle
of poverty for those students.

Third item. Dropping oat does not mean that the student and so-
ciety have not benefited, nor does it mean that the Federal dollars
have been wasted. The heavy dependence on dropout rate figures is
that they do not take into account the many positive termina-
tionswhich is not a Clint Eastwood term, it is a very positive
thingwhich occur among students seeking job skill training. The
GAO assumed that all of the funds spent on students who did not
complete their training were totally wasted. It LI entirely possible
and it occurs all the time for a student to be able to find a job sev-
eral months after starting their program but before graduation.

For example, in a business school, if a student enters a 12-month
secretarial program, often, particularly in areas that have high em-
ployment ratesBoston, Dallas, and so forththey will get 60
words a minute in typing, and 90 words a minute in dictation, and
they find a job anci they decide to opt out of the prograin. The stu-
dent and society has benefited from the student's educational expe-rience.

Fourth item. Private career schools' corr;.ietion rate is higher
than its public counterpart. The private cart.-e: schools' success rate
is higher according to the NCES Digest of Educational Statistics for1982. This is basically the same time frame that we are talking
about in the GAO report. We don't point this out to criticize "xt
friends in the public sector, but instead to question further the use
of completion rates as an indicator of success in and of itself.

Fifth. GAO's drop rates are overstated. As pointed out by the
GAO witness, there are some problems with the manner in which,
or some disagreements with the manner in which dropout rates
should be calculated. It is clear from our research that a quite dif-
ferent formula was applied than is used by the Department of Edu-
cation and upon which all schools are audited by the Department
of Education. When Ms. Diamond calculated the drop rate for an
institution cited in the GAO report as having a 57 percent drop
rate, she found that ti-T correct figure usf.ng the Department of
Education's standards is only 36 percent; that is, the GAO overstat-
ed the figure by 59 percent. We feel that the GAO should have uti-
lized the dropout formula that is required by the General Adminis-
trative Standards regulations.

Sixth. The GAO report alleges Department of Education require-
ments which are not found in regulation. We feel that the GAO
has mistakenly felt that students are required to use an exam in
order to demonstrate the ability to benefit. On page 7 of the report
the auditor states that the admissions criteria must use a test or
other verifiable basis. The Department does not in fact specify how
a school may determine a student's ability to heitefit. When these
regulations were initially proposed several years ago in the NPRM,
they were dropped subsequently and the final regulations don'thave that requirement
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The second major topic was satisfactory progress. The first item
under satisfactory progress is that a major shift in emphasis on sat-
isfactory progress has changed the degree of compliance in this
area from the 1980-81 year that was under the GAO study. I thkik
that is true in all sectors of higher education. In fact, in October
1983 the Department of Education specifically issued final regula-
tions which increased current compliance on satisfactory progress.
Two of the three accrediting commissions that are involved in this
presentation this morning have now issued minimum satisfactory
progress standards for their institutions to follow, and the third is
in the process of developing such procedures. As a matter of fact,
in both of these cases the standards are higher or tighter, however
you want to look at it, than the regulations of the Department of
Education.

The third item is that the GAO did not always follow Depart-
ment of Education regulaCons when auditing satisfactory progress.
They failed to differentiate between funds received prior to a stu-
dent's ceasing tc make academic progress or satisfactory progress
versus those received after a student had failed to make satisfac-
tory progress. It is unclear to us whether they reported only the
funds received by students after they ceased to make satisfactory
progress. Funds that the student received before failing to make
satisfactory progress should have been eliminated from the GAO
calculation of wasted or misused funds. It may get a little compli-
cated. My point is that if eventually a student was eliminated or
dropped out of school because he failed to make satisfactory
progress, it is our understanding that GAO included in their calcu-
lation of wasted funds everything that had been paid to date. That
puts the institution in a very difficult position. You know, it is a
catch-22. If they kick them out right away, then we have problems
with not providing access or due process. On the other hand, if
they retain them and try to work with them, and ultimately they
still drop out or don't make progress, then all those funds are con-
sidered to be wasted, which I think is inappropriate.

Fourth item. Academic progress standards which allowed a lower
grade point average at an earlier stage of the student's academic
program are consistent with normal higher education practices. It
is frequently the case that a higher education institution will allow
a student a lower grade point average during the course, or during
the program, than that which is required for graduation. As long
as it is mathematically possible to obtain the graduation require-
ment standard, then it should be considered proper.

And I noted just yesterday in the NASFAA's recent journal that
there is an example of a satisfactory progress requirement at
Kansas State University which very clearly allowed a 1 and pro-
gressively a higher GPA up to a 2 for graduation. So it is a stand-
ard used throughout the higher education community.

Fifth item. Private career schools place emphasis on attendance.
However, attendance is not a required component of satisfactory
progress. And they found that attendance policies at these institu-
tions were liberal. At least in 133 of them. However, the GAO did
not indicate that at most public and private nonprofit institutions
there is Dr) written attendance policy at all. We do believe that the
failure to attend training sessions will ultimately result in low
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GPA's and in inadequate progress toward the degree or diploma.
Again, the 1979 Federal Register actually removed a section of the
regulation solely becuse that section implied that vocational
bcheols were required to keep attendance.

Six. Control aceinst expenditures for absences is found in the
regillations for clock haur schools, It has to be emphasized that ex-
teEsive absences do not result in additional cost to the Federal Gov-
ernment in the clock hour schools. In many clock hour institutions
students are permitted to be paid only after they have completed
the hours for which they are paid. It is mteresting to note that
when a similar concept of defined completion quanty before a
new payment was proposed for credit hour institutions they were
appropriately objected.

The third major area of consideration is award miscaPlitation.
The error rate identified in the GAO report in award calculation at
private career schools does not exceed that found at other schoclz
as identified by the quality control study produced for the Depart-
ment of Education. And notwithstanding that, we, of course, dis-
pute many of the citations of award calculation made.

I have listed on pages 13 and 14 several of the specific fincUngs
from some of the files that we reviewed that the GAO used as the
basis for their calculations. I will not read them. I hope that the
staff and some members will have time to go through them. But
they point out some of the miscalculation problems in coming up
with a conclusion in the report.

I will point out that this analysis again was done by Ms. Dia-
mond who is well known in her field, and certainly you can check
on her credentials, and in my opinion she is the most expert person
in student aid audit. She was at the Department, at HEW, and did
student aid audit work, and currently not only does audit work for
institutions but also trains a large segment of the postsecondary
student aid officers throughout the country.

The fourth major area is misrepresentation. The GAO specifies
as a questionable recruiting practice the use of scholarships or tui-
tion waivers to attract students. The use of the telephone was simi-
larly considered as questionable even though many universities are
successfully using similar techniques.

The GAO was also concerned about misrepresentation with re-
spect to job placement rates. Although the Veterarvz' Administra-
tion, an arm of the Federal Government, subtract .. .11 both the
placements and the total graduates those who a7.-; -wable or un-
available for placement, the GAO apparently felt that ihis was in-
appropriate and cited schools for using this system which is ap-
proved by another Government agency. In essence, the GAO im-
plies it would prefer a placement rate which included all admitted
students whether they had graduated or not.

Accrediting commissions definitely are as concerned as the Gov-
ernment over misrepresentation on the part of its members. The
content of school catalogs is measured against the reality of the in-
stitution during a site visit. There is continuous monitoring of their
advertisements. And frankly, competition in the marketplace forces
many schools to carefully monitor the recruiting practices of other
schools seeking the same students.
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Our objection, therefore, is based upon the value judgments with
which the auditors approached the topic and their indictment in
the school in each case, rather than undertaki.c;g an investigation
of the allegations per se.

The first item is monitoring. As was noted by the GAO witness,
proprietary schools have more checks and balances and are moni-
tored more frequently than their public school counterparts. For
example, most of the schools receive routine visits from their State
licensing boards, from the Veterans' Administration and, of course,
the accrediting commission. I am continually struck by the com-
plexity and the large body of policy decisions in title IV, in their
policy decisions and memos and regulations, and come to the opin-
ionI have heard it stated by the chairman many timesthat
there will always be a large opportunity for human error that
cannot be regulated, legislated or fully monitored.

The report suggests that accrediting agencies should provide as-
surances that the Federal requirements are adhered to. While the
role of the accrediting agency and the Federal Government are
complementary, they should not be confused as identical. As a
third-party attorney counsel to at least one accrediting commission,
I would like to personally dispel the myth that I think maybe per-
vades parts of Congress, at least it is in the education community,
that particularly in the proprietary sector that the objective of the
accrediting commission is to draw in as many schools as they can
so that those schools will become members of a related association.
I can tell you, if anything, the opposite is true, and I continually
have to ride herd over the accrediting commission to make sure
that they are not too tough on the schools and, in fact, that due
process is a very large component of it. And frankly, if anything,
there is an incentive to exclude schools. I have heard that myth
before, and I just felt it is worth challenging.

At this point I would like to pass the mike to the chairman of
the AICS Accrediting Commission as he summarizes some of the
current activities of that commission in dealing with some of the
issues that were also discussed in the GAO report.

Mr. HENDERSON. Thank you, Bill. Thank you, Congressman Ford
and members of the subcommittee for the opportunity to come
before you and for your interest in the matters that have been dis-
cmised here today.

Voluntary accreditation of institutions of postsecondary educa-
tion in the United States is the centerpiece for the concept of self-
regulation. Voluntary accreditation promotes quality without in-
hibiting innovation. The responsibility of the AICS Accrediting
Commission with regard to Federal programs involves two main ob-
jectives: Public trust of the Federal dollar and consumer protection
for the student. In addition to reviewing the quality of academic
programs, the accrediting body regularly monitors the admissions,
recruitu,ents, standards of satisfactory 1-:,cngress, refund policies,
and counseling and guidance activities. GAO report being dis-
cussed today notes that there are limits zne appropriateness and
capability of acci editing bodies to minitor in detail the use of Fed-
eral sturi.-.r:t Rssistance. In essence, the AICS Accrediting Commis-
sioft like other accrediting bodies expects all institutions involved
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in the student financial aid programs to be knowledgeable of and
in compliance with the appropriate laws and regulations.

In an effort to carry out the effectiveness of its role to protect
students and to ensure the proper use of the public funds, the AICS
Accroditing Commission as well as the accrediting bodies of
NATTS and NACCAS have taken many steps recently to improve
the monitoring of the institution. The following is a summary of ac-
tions taken by the AICS Accrediting Commission in recent months,
and this comes as a result of an issues and concerns committee
which was established by the commission and began its work in
August 1983.

The commission has modified the criteria by which the institu-
tions are to be judged, thus affecting changes in recruiting, admis-
sions, particularly with regards to the ability-to-benefit students,
standards of acadPmic progress for students receiving Federal stu-
dent financial assistance, outcomes of the educational experience of
the student. And once again, this is particularly as it relates to the
ability-to-benefit students. We are asking the institutions to docu-
ment the relationship of those that are admitted as ability-to-bene-
fit students and their outcomes. And also a requirement in this
area is the institutions are required to have supportive services, re-
medial programs for institutions that admit a high number of high-
risk students. Management of the institution and educational qual-
ity are also changes that have been made in the criteria.

The commission has also made changes in the evaluation process
as it evaluates and reviews institutions. We have made our visits
longer. We have better organized the evaluation team. More de-
tailed instructions hPve bee.- given to evaluating teams regarding
what we expect of them. V ,lave better trained evaluators, more
attention to evaluation of tl _ educational programs is in place, and
branches are now being treated as freestanding institutions.

I have highlighted some of the issues in the written testimony
about the issues that concern where the Department of Education
and the accrediting bodies are in disagreement. There are and
there should be limitations on the role and responsibilities of both
the Federal Government and the accrediting bodies. The accredit-
ing bodies should not be held accountable for all of the details of
the institutions' administration of student financial aid. Likewise,
the Federal Government should not intrude into issues involving
the evaluation of academic quality and the establishment of aca-
demic programs. It is very important that both parties clearly de-
lineate these roles. It is for this reason that AICS has sent to you,
Chairman Ford, and Mr. Coleman, a legislative recommendation
which would define these roles.

In summary, I feel that to use the GAO report for other policy
determinations is questionable. The small sample used as the basis
for the report appears questionable in view of the heterogeneity of
the proprietary sector and makes general estimates and conclu-
sions somewhat askew. Further, the examination of this sector
without benefit of comparison to other sectors on such dimensions
as completion rates and satisfactory progress weakens the validity
of the study and merely stigmatizes our schools for problems which
all institutions of higher education are facing. Finally, the use of
auditors who are not fully knowledgeable in Pell grant regulations
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and who imposp their own value judgments when determining mis-
representations appoers to have seriously biased the report.

We hope the committee will take the necessary time to read our
response to the GAO report so as to put the findings contained
herein in proper perspective. Thank you.

Mr. FORD. Thank you.
[Prepared statements of F. Jack Henderson and Alice T. Dia-

mond follow:]
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PREPARED STATEMENT OF F. JACK HENDERSON, JR., PRESIDENT, BRANELL COLLEGE AND
CHAIRMAN, AICS ACCREDITING COMMISSION; WILLIAM C. CLOHAN, JR., AICS GEN-
ERAL COUNSEL; ACCOMPANIED By: ALICE DIAMOND, FINANCIAL AID CONSULTANT

EXECUTIVE 9.1441RY

I. ADWISSIONS REQUIREMENTS

o Admissions Requirements for Non-Highschool, Non-G.E.D. Students are
Adequate for Career Training

o Raising Admissions Standards libuld Limit Opportunity for Almost a
Million Students Nho Cbuld Otherwise Learn a Skill

o Dropping Out Does Not Mean That the Student:and Society Have Not
Benefited

o Private Career Schools' COmpletion Rate is Higher Than its Public

Counterpar:t

o GAO's Drop Rates are Cverstated

o The GAO Report Alleges Department of Education Requirements %hich
are Not FOund in Regulations

II. SATISFAC1ORY PROGRESS

o A Major Shift in Daphasis on Satisfactory Progress has Changed the
Cegree of Cbmpliance in This Area From the 1980-81 Year

o The GAO Did Not Always Follow Department of Education Regulations
When Auditing Satisfactory Progress

o Academic Progress Standards Which Allow a Lower Gradepoint Average
at the Earlier Stages of the Student's Academic Program are COn-
sistent with NOrmal Higher Education Practices

o Private Career Schools Place Ethrhasis on Atbmidanm Hbwever, At-
tendance is Not A Required Carponent of Satisfactory Progress

o COntrol Against Expenditures for Absences is Fbund in the Regula-

tions for Clock Hour Schools

III. AWARD MISCALCULATION

o The Error Rate Identified by the GAO in Award Calculation at Private
Career Schools Does Not EXceed That Fbund at Other Schools as
Identified by the Quality COntrel Study Produced for the Department
of Education

o Many Citations for Award Calculation Represent Lack of Familiarity
With Regulations or Inappropriate Application of These Regulations

IV. MISREPRESENTATION

o Proprietary Lchools Follow Standard Recruitment and Placement
Practices
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V. MONITCRIW

o Proprietary Schools Have More Checks and Balances and are Monitored
Rbre Frequently Than Their PUblic School Counterparts

Accreditation PrOvides Adegpate Assurance of Academic Quality

o Although ED Does Have Limited Resources for Program Reviews,
Proprietary Institutions Participating in the Student Aid Programs
are Reviewed at a Higher Pate Than Nbn-Profit Institutions

o The Accrediting Bodies Have Recently Made Criteria Changes Affecting
Issues Discussed in the GAO Report

o Accrediting Associations and the Department of Education do Differ
Over Their Roles and Responsibilities an Some Issues



472

mr. Chairman. Members of the Subcommittee. I appreciate the opportunity

to testify before the Subcamnittee this morning regarding the General Account-

ing Office (GA0) study of proprietary schools-compliance with Pell Grant

programlregulations. As you know, this study reviewed 35 schools, and on that

basis extrapolated dollar liability figures for 1165 institutions. I am

William Mohan and I serve as the General Counsel for the Association of

Independent Colleges and Schools (AICS), as well as to the accrediting =mis-

sion which accredits the schools which were studied in this report. I have

attached to the testirrony a fact sheet describing our organization and profil-

ing the typical students who attend private career schools.

With me today is F. Jack Henderson, Jr, President of Branell College in

Chattanooga, Tennessee,and Chainnan of the AICS Accrediting Commission. He

will speak briefly on the role of the Accrediting Commission and the policies

adopted by the Commission to protect students and ensure proper use of federal

and state funds. Also with me is Alice Diamond, a former Federal financial

aid ProgramPleview Officer, who has recently completed an analysis of the raw

data of the audit findings cited in this report at the request of AICS, the

National Association of Trade and 'Iechnical Schools, and the National

Accrediting Commission of Cosmebolcgy Arts and Sciences. We hope that her

familiarity with the actual student and school files reviewed by the GAO

and her expertise in student aid administration will assist in answering your

specific questions about this study.

1
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We appreciate the opportunity to comment on the GAO report. Frankly, we

were surprised by the findings in that report since our telephone interviews

of the schools that were visited had almost uniformly reported that the re-

views had gone well and that the auditors had found few or no exceptions.

°cements by the auditors such as "There is nc exit interview, since there is

not a thing you are doing wrong." or, "We have been called back to the office

because we are not finding anything which would justify our time continuing

this study," were cr7Inon. Other indications that the auditors were well-

pleased with the adminictration they found is available through concrete

evi ,:nce such as the fact that one auditor immediately enrolled his grandson

in the school he had just reviewed.

The Regional summaries prepared by the GA0a,.idit teams were likewise very

positive. Dor example, one summary stated "In our opinion, none of the

schools are using questionable recruiting practices," and that they found all

schools 4n compliance with respect to satisfactory progress.

Because of the great discrepancy between what we read in the report

versus what we heard from our members who had been audited, the accrediting

=missions representing private career schools commissioned a study of the

findings and attempted to replicate the numbers cited in the GAO report.

Although we have had only two days to review the audit files, basedupon our

preliminary study we have serious concerns over the use of this report in

making policy decisions. The purpose of our testimony today is to share with

you the results of this analysis as well as to talk about same of the larger

policy issues raised by the audit.

2
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Tbe GAO findings are divided into the following five major areas:

1. Schools admissions criteria, which the GAO linked to low completion

rates.

2. Failure of schools to monitor satisfactory progress.

3. Award miscalculations.

4. Misrepresentation.

5. Inadequate monitoring of schools by other agencies.

Ne will address each of these issues.

I. Areasslais REQUIREMENTS

romiSSIcts REQUIREMENIS FCR 14:1N-BIGHSCOXL, NN-G.E.D. SIMMS ARE

ArEQM.TE Fat CAREER MINIM

Based upon the differential completion rate of non-highschool graduates

versus highschool graduate. which their study found, the GAO suggested that

partLcipation in the financial aid programs should be lindted to highschool

c_raduates unless a more "objective" method of determining the student's

ability to benefit was developed.

Ye strongly object to this recommendation for many reasons. First, our

members have reported to us that the existence of a highschool diploma is in

itself a very poor predictor of a student's ability to perform academically.

More and more, schools are finding students graduating from the public high-
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schools who still have not honed their basic reading and math skills. Fur-

ther, statistics show that an increasing percentage of students are not fin-

ishing their highschool education. Each year, more than one million young-

sters dropout of highschool. In the New York State alone, only 48

percent complete highschool. Nationwide, about 26 percent of all adults did

not graduate from highschool. TO tell the neediest of the needy that they

will never be afforded another chance to continue their education seems con-

trary to the principles of American democracy and the legislative priorities

established by the Congress.

RAISING AMISSICEIS RDUIDARDS WIRDLner OPPCRTLINITY FCR ALMCGT

A MILLICN STUMM MO Cow) ammusE LEARN A MIL

Not all jobs require a highschcol degree, but by far the majority do

'ref.4,tre a saleable ,kill. he,as a sector of postsecondary education, are

oo give these under-skilled the skills they need for proOuctive jots.

racognize that there is an "Paerican dream" other than that of students

Arum the ghetto going on to graduate with a PhD from Harvard. %WI . this whiz

kid scenario will occur, a more realistic goal is for the underprivileged

student to :rove from a life of welfare to one of financial independence and

dignity. The definition of success as "not how far you have gotten, but how

far you had to go to get there," is nowhere more applicable than in the

efforts of private career schools and oolleges.

AICS is appalled by the recent studies which have shown that the nurrber

of minority students going into postseconOlry education is declining, perhaps

4
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as much as 15 percent from what it was in the late 1970s. It recognizes the

group with which it deals is risky, but we object to the suggestion that the

solution is changing our admissions standards. If AICS changes its adXdssions

standards, many of these students will not be given an opportunity and this is

ccunter to the connionent it has made to help these students. These students

are a highrrisk group and it is to be expected that they will complete at a

lower rate than those students who have came from both financially and aca-

demically supportive environments. But every non-highschcol student who has a

positive experience, gets a job, gets off welfare, and starts paying taxes,

starts a whole new generation of families paying taxes and beoomes part of the

traditional American mainstreork

The GAO study shows that the completion rate of these students is

approximately 14 percent lowerthan that for students who have a high-school

degree or diploma. Even if one accepts the statistics, and we shall show

subsequently our concerns about the calculation of these statistics, we feel

that that is a realistic risk for Congress to take to break the cycle of

poverty for thew students. It is indeed unfortunate that the GAO has not

netted out from its calculations the revenue which the Federal government

receives frxrnthe taxes paid on income that graduates pay as well as the

dollars the goverment is spared from spending for welfare benefits for such

students who have broken this cycle.

5
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EROPPIEG air acEs raw MAN IHAT ISE snreir AN) SOCIEIY HAVE Nor BEICETTED

Mother objection to the heavy dependence on drop-out rate figures is

that they do not take into.account the many positive terminaticns which cccur

' among students seeking job skill training. The GAO assured that all of

the funds spent on students wimp did not ccuplete their trainingwere totally

uested. Non-ccmpletion from the training does not necessarily mean that the

student did not benefit from the training nor does it mean that the government

has %fasted" funds on such students. Dor example, in a city uhich has a very

log unerployment rate, it is entirely possible that a student will be able to

obtain a job several months before graduation. Wnereas a student may have

initially intended to receive an executive secretary degree with a legal

speciality, he/She ray decide to terminate training after obtaining sufficient

secretarial skills. This student, and society, has nevertheless benefited

frcxn the student's educational experience.

PRIVATE CAROM scams' 03MPLETIG11 RATE IS HIGHER nsui TIS RELIC COUNIERPAZT

Wnile completion rates among this high risk group may be lower than

desired, it should be noted that the private career schools "success" rate is

higher than that of the publics in occupational programs. We have entered

into testimony the Digest of Educational Statistics for 1982 which shows that

the completion rate at private schools ums 61.4 percent versus 37.6 percent

in occupational curriculums at public schools. We point this out not to

criticize cur friends in the public sector, but instead to question further

the use of completion rates as an indicator of "success," in and of itself.

Standing alone, however, we feel that this clearly indicates that the sector

6
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is committed to working with these students and has developed effective

techniques to try to overawe scae of their complex emotional and financial

problems.

GPO'S MOP RATES ARE OVERSDATED

ht also question the drop-out rates which here calculated. Cur skepti-

cism in the numbers was triggered by the fact that the National Center for

Education Statistics, as well as the accrediting comnissions, through their

annual reports, find far lower drop-cut rates. Althoughwe received many

different explanations of how GAO calculated the withdrawal rate, it is clear

fram our research that quite a different formula hes applied than is used by

the Departnent of Education. When Ms. Diamond calculated the drop rate for an

institution cited in the GAO audit as having a 57 pmroent drop rate, she found

that the correct figure using Department of Education standards is only 36

percent. GAO's formula overstated the figure by over 59 peroant, because it

looked at a full twelvemonths of student terminations, rather than the eight

months that is specified in the regulations.

ht feel that the GAO should have utilized the drop-out formila that is

used in the General Administrative Standards Regulations so that a canparison

could be made of these schools drop-out rates with thcse considered accept-

able by the Department.

7
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YEE GAO REFCRT MIEGES DEPAPMENr EDUCATICti RECUIREMENFS MUCH ARE NI: Ir

FOIM IN REGULATICHS

We object to the GAO's findings on both technical and philosophical

grounds. kith respect to the technical issues, we feel that GAO has nistakenly

felt that schcols are required to use an exam in order to demonstrate ability

to benefit On page seven of their report, the auditors state that the

admissions criteria must use a "test or other verifiable basis." The

Department does not, in fact, specify how a schcol may determine a student's

ability-to-benefit The General Administrative Standards Regulations allows

interviews or other subjective criteria. Men these Regulations were initial-

ly proposed, schools were to have been restricted to certain types of the

ability to benefit measures. For example, it ues stated that the interview

had to be conducted by someone not affiliated with the school. However,

student-by-student docunentation of the ability to benefit was dropped in the

final regulation issued on December 30, 1980, as was the specification of

allowable means of measurement.

II. SATISPICICIVPROGRIMS

A MICR SHUT IN EMPHASIS CIN SATISFPCKRY PROGRESS HAS COMM ME LEGREE OF

OWLIANCE IN MIS ARM FROM THE 1980-81 YEAR

Fcmajor shift in policy and emphasis in the area of satistfactory pro-

gress has substantially inproved the compliance of all institutions in the

8
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sat;:sfactory progress area. We concur that there were probably a number of

institutions which had not fully developed satisfactory progress policies

during the period being audited. In fact, in the GAO report entitled

"Students Receiving Federal Aid Are Not Making Satisfactory Academic Progress:

Tougher Standards are Needed" a simdlar problem was noted with respect to the

entire higher education community. We know from reviewing the auditors'

workpepers, however, that improvement in this area was evident during the

1981-82 year, and has no doubt continued in a positive direction since then.

Undoubtedly, one of the factors leading to increased current compliance

in this area ues the publication of expanded regulations on satisfactory

progress in October 1983. These regulations specified the required components

of an institutional policy and were most helpful to schools in assuring that

their policies were carprehensive and within the spirit of the law and

regulations.

Partly as a result of these regulations, tmo of the three accrediting

commissions have now issued minimum satisfactory progress standerds for their

institutions to follow. The third, the National Accrediting Commission of

Cbsmetology Arts and Sciences, is in the process of developing such procedures.

Therefore, :Pe think that the finding of non-compliance with respect to satis-

factory progress is now largely c historical artifact, and not a current

policy or enforcement concern.

9
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c2i) DID rpr ADAM RXLirl DEPARDIENT EDUCmai REGULATIONS VIRIN

ALOITIAG SATISFACIalle MOM=

Despite our acknowledgment of the faCt that satisfactcalr progress was

probably an area of concern among private career schools during the period, we

question certain of the stabaments made in the GAO report GAO failed to

differentiate between funds received prior to a student ceasing to make satis-

factory progress versus those received aftera student had failed to make

satisfactory progress. It is unclear whether GAO reported only the funds

received by students after they ceased to make satisfactory progress. In

stating the potential Federal dollar liability, funds that the student

received before failitg to make satisfactory progress should be eliminated

from the GAO calculation of wasted or misused funds.

ACADEMIC PROM= STAMA1D6 Mal ALIGNED A /OCR GRAmpona Amp=

AT THE EARLIER SWIMS OF THE =ernes ACINCEMIC PRIOGNMM ARE camsran
rum WW1 HIGHER EDUDITICE PRACIUCES

Ihe GAO questioned whether a student is making satisfactory academdc

progress ii the standard is lcwer than that required for graduation. It is

frequently the case that academic instituticns allow, a student a lower grade-

point average during the course than that which is required for graduation.

As long as it is mathematically possible to obtain that average by graduation,

such should nct be considered improper. It is impossible to predict in

1 0
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advance whether a particular student will not eventually attain the C.P.A.

level required for graduation. Irwer grade averages earlier in the acadmic

program reccgnize the often difficult adjustments to a new learning environ-

ment, particularly for students fram lower socibeconanic backgrounds.

PRIVATE GAR= SOW= PLACE EMPHASIS ON ATTE:MAWR, lEMEVER ATM:WM

is tur A warm comma cc SATISETVTORY FICMESS

The GAO found that written attendance policies were "liberal at 133

institutions." H7wever, the GAO did not indicate that at most public and

private non-profit institutions, there is no written attendance policy at all.

While vm do not condone non-attendance during training sessions, we do believe

that the failure to attend training sessions will ultimatelyresult in la4

WA'S and inadequate progress toward the degree or diploma. Therefore,

there is a built-in mechanism for terminating those students whomiss exces-

sive classes.

We believe that private career schools and colleges should have the same

option with respect to including or not including attendance as a cmponent of

their satisfactory progress policy as do their non-profit counterparts. Sup-

port for this can be found in the September 17, 1979 Federal Register which

removed a section of the regulations solely because that section implied that

vocational schools were required to take attendance.

11
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(=rm. AGAINST EVENVIRRES FCR MMUS Is Km fl ThE REGULKLICIE FOR

CD:XX BOER SCFIX1.5

It shculd be further emphasized that excessive absences usually do not

result in additional cost to the Federal government At many clock hour

institutions, students are permitted to be paid again only after they have

carpleted the hOurs for %Each they were paid. This is true at institutions

bich have a fixed number of hours required for graduaticn. In those cases,

even though it takes lcnger before a student gets a subsequent disbursenent,

the 1Vderal goverment does not pay again until the student has corrpleted a

certain minirrun amount of work. It is interesting to note that when a

similar ccncept of a defined cmpletion quantity before a new paynent warr,

proposed for credit hour institutions, they appropriately objected. At such

schools, students ney enrol 1 for tselve credit hairs, drop to no credit hours,

and re-enrol 1 for the sane courses the next senester and receive additicnal

financial aid. 'This would not be the case in clock hour schools of the type

we have just discussed, in that the student would have had to physically

ccmplete the hcers before being paid again.

III. MARD NiscAlculATIcli

IRE ERROR RATE IEENrIFIED BY THE CAD D PARD CALCUIATIcli AT ERIVATE CARIMR

WAS WES EXcEED ir ECM AT OHM sams A3 ICENrIETED BY THE

%KM CONIRCL RIMY pRcoUCED KR YEE BEPARIVENr cr EDECATICti

The Quality Control Study conducted for the Department of Education by

Advanced 7tchnology showed that more than 42 per cent of all program partici-
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pants received incorrect awards.:7) to institutional errors during the 1980-81

period. This is in contrast to the GAO study being discussed which estimates

that 37 per cent of private career schools had calculated awards

incorrectly. We, of course, dispute, in the following snbsection, many of the

citations of award miscalculation. Mile we do not countenance the errors

made, we feel that it is significant in that it pOints out that this is not a

proprietary school preblem, but rather a problem in the Pell Grant program

nationwide.

MANY CITATIONS FCR ANNZID CALCULATIGN mamma Li= CP FAMILIARITY WITH

mamma= cR maPpRommam APPLICATION OF TIME REGULATIONS

We have alsoguestioned the tedlnical accuracy of the findings made.

For example; we have found;

o a case in which the auditor said an entire programwas ineligible

when only 100 hours of it were not eligible for payment.

o an example where the auditor stated that 35 percent of the students

had been underawarded, when two-thirds of this error was due to a

diffeesig interpretation of whether a registration fee could be

considered in the cost of attendance calculation.

o a case where a large award "error" was due to the auditor's mis-

copying a student's Student Aid Index.
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o a case where the auditor maintained that it was against regulations

to have two tuition rates even though one student had signed the

enrollment contract before a tuiticm increase was announced.

o a case where the auditor %es not conversant with transfer student

regulations and thus mistakenly felt an error had been made.

o a case in which the GAO disputed a school's cost of attendance since

the GAO was unaware that schools that have redefined their academic

year must adjust their Pell Grant cost allowance.

o several cases in which a single error was repeated in several places

of the report, thereby giving the inpression that the frequency of

errors was greater than it is.

While time does not permit us in this testimony to exanine each of the

asserticmsand similarly to show the fallaciousness of the citations, we have

provided a detailed review of a sampling of the GAO files. This analysis was

conducted by an independent consultant with fifteen years experience in the

field. This is not to demean the quality of the work performed by GAO. It is

only to recognize that these programs are extremely complex, and require con-

siderable time to learn the nuances. FOr this reason, we were disappointed

that exit interviews with the institutions did not share the findings so that

clarifications could be afforded.
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IV. KIEREPRESENIATION

PROPRIEnetRY slams pcucw StA1MARD REcRurnaa AND mom= PRACTICES

Unfortunately, there is a gcod deal of skepticism about themotives of

profit-making institutions. We fail to understand how corporate structure

makes practices which are perfectly legitimate in the non-profit sector sus-

pect among schools uho are instead tax-paying corporations. For exanple, the

Matrix of Pell Grant Programmatic Problems designed by the GAO specifies as a

questionnable recruiting practice "the use of scholarships or tuition ueivers

to attract students." The use of the telephone was similarly considered as

questionnable even thoughmany universities are successfully using shnilar

techniques.

The GAO was also very concerned about misrepresentation with respect to

job placement rates. We were most disturbed to see the very subjective

measures by which they decided whether misrepresentation occurred in this

area. For example, although the Veteran's Administration system subtracts

fran both the placenents and the total graduates thoserOho are unavailable for

placeuent, the GAO apparently felt that this was inappropriate and cited

schools for using this system which is approved by another government agency.

In essence, the GAD implies that it would prefer a placement rate Which in-

cluded all admitted students, whether they graduated or not.

Accrediting =missions are as concerned as the government over misrepre-

sentation on the part of its members. Each of the accrediting cannissions

has strict standards with respect to questionable recruiting practices.

1 5
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Catalogs and proactional material must be submitted to the accrediting body

both during initial accreditation and re-accreditation. If an institution is

found to be misrepresenting, this is sufficient grounds for disaccreditation.

The content of school catalogs is measured against the reality of the insti-

tution during the site visit. Monitoring of advertisements is carried out on

an on-going basis with information routinely beingsupplied by former stu-

dents, other sdhools, employees and the general public. FUrther, corrpetition

in the marketplace forces schools to carefully monitor the recruiting prac-

tices of other schools seeking the same students. When an investigation of

any such allegation is made, the institution is either cleared or brought

before the accrediting body.

Cur objection, therefore, is based upon the valtie jmigments with which

the auditors approached the topic and their indictuent of the school in each

case rather than undertaking an investigation of the allegations. FOr

example, when a placement director stated that jobs were hard to get in the

area, it was automatically considered that the school's statement that the

area ranked high among states as an apparel producer was Inisleading" adver-

tising. The workpapers show no attempt to review the placement records which

would have shown that a large percentage did, in fact, get jobs in the area.

16
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V. matanum

PICERIETARY SCRXILS HAVE MORE OEMS AM BALANCES PM ARE POLFICIRFD KBE

FRBDOERILY MAN IEKER RELIC scaloct. OZIONBERPARIS

The GAO's final CCOCEUTI was with respect to the monitoring of institu-

tions. While schools can always benefit from increased feedback, we feel we

must point out that private career schools generally have more checks and

balances on their overall operation than do other institutions. Bar example,

most of the schools receive routine visits from their state licensing boards,

from the Veteran's Administration, and from the accrediting commission

Having became familiar with the administraticn of Title IV, I am con-

tinually struck by the complexity and large body of policy decisions, memos

and regulations. I have came to the opinion that there will aluays be a large

opportunity for human error that cannot be regulated, legislated or monitored

away. FUrther, I feel it.is unrealistic to expect that biennial audits will

become accurate measure of compliance. It is impractical to assume that,

based upon a brief manual, and contact with these programs for one week every

two years, an auditor-will be more knowledgeable in the programs than a

financial aid administrator who regularly attends training and who on a daily

basis reads new policy decisions and otherwise keeps abreast of regulatory

changes. While the audits are adequate for fiscal integrity, to expect them to

detect the program error on which GA0 auditors themselves were often in confu-

sion, is too large a task. Nevertheless, we would support efforts on the part

of the AICPA to upgrade the knowledge of persons conducting these reviews, as

ultimately we feel schools would benefit from more complete audits.

1 7
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Tim report suggests that accrediting agencies should provide assurances

tbat Federal requirenents are acThered to. hhile the role of the accrediting

ao-Jncy and the Federe government are complerentary, they should nct be con-

fused as being idoltical. Accrediting agencies are independent bodies which

are recognized by the Department of Education, and whose standards and cri-

teria for accreditin:% ast be in harmcny with Federal regulations governing

such recognitim. %bile many of the same itens that accrediting agencies look

at are identical to those escamined by the Departnent, neither the role nor the

responsibility of each entity should be confused or interdhanged.

ACCREDIMTICIN PROVIDES ADEQUATE ASELRAWE CF ACADEMIC QUALITY

The Deparmnent of Education (ED) requires that all schools participating

in Title IV programs be independently audited by a public accounting firm at

least once every two years, that all such schools be licensed by the state in

which they operate, and that they be approved by an ED-recognized accrediting

body. The accrediting body is reviewed on a regular basis by the Department

of Education and, if it neets the ED standards, it is placed on the Secre-

tary's recognized list of accrediting bodies.

Voluntary accreditation of institutions of postsecondary education in the

United States is the centerpiecm of the ccncept of self-regulaticn. Voluntary

accreditation prcmotes quality without:inhibiting innovation; the hign propor-

tion of Americans benefitting frcm higher education testifies to the avail-

ability of high quality education in the United States. It is a concept that

we as professionals in a given field, in this instance education, can and will

848
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conduct airselms in our enterprise in a manner that beneficial ly serves the

=non good, and will do so without extensive goverrmenta1 control.

Since 1956, the Accrediting Oannission of the Association of Independent

Colleges and Schools continuously has been listed by the appropriate officials

of the Federal government as an accrediting body upon which to rely in deter-

mining "the quality of training being offered" at accredited institutions. In

meting this public responsibility and in order to maintain its governnental

recognition of appropriateness, the Accrediting Cannissim has developed and

periodically revises a body of general policies, procedures, and guidelines

for institutions to fol lcw. These "criteria" have been developed and revised

over time with the help and advice of the institutions. Collectively, they

represent a statement by the institutions therrselves of what they are doing or

should be doing in order to be effective. The Accrediting Oartnission of AICS

(one of 13 institutional accrediting bodies recognized by the Council on

Rostsecondary Pccreditation (C(A)), thereby becanes a facilitator of institu-

tional effectiveness through the administration of the criteria.

The responsibility of the AICS Accrediting °omission with regard to

Federal program involves two main objectives public trust of the Federal

dollar and consumer protection for the student In addition to reviewing

the quality of academic programs, the accrediting body regularly monitors

adnissions, recruitnent, standards of satisfactory progress, refund policies,

and counseling and guidance activities. The GAO report being discussed today

notes that there are limits on the appropriateness and capability of accredit-

ing lozdies to mcnitor, in detail, the use of federal student assistance. In

essence, the AICS Pccrediting 0:mission, like other accrediting bodies,
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expects all institutions involved in student aid programs to be knowledgeable

of and in compliance with appropriate laws and regulations. Auditing the

detailed transactions of student aid administration is a functioni which is

appropriately left to independent CPA'S, the Department of Education, and

other government review officials.

It should also he notedthat accreditation provides assurances for a

reasonable amount of time between periodic evaluations and is not able to

continuously monitor all school activities, especially complianceiwith Federal

laws and regulations. However, procedures are available to the accrediting

bcdy to review annual statements submitted by the institution, monitor pro-

blems on an exception basis, and investigate and resolve complaints by stu-

dents or third parties.

ALT13334 ED D3ES &AVE Lamm RESOURCES KR PROGRAM REVIEWS, PRXEIEINDr

DISITIUITCNS PARTICIPMCMG IN TOE SIMEHT Am mcGRAms ME REVIEWED A.T A

RIMER RATE THAN HON-PROPIT Dasrmyncts

It is difficult for us to comment on the availability of ED staff to

monitor adequately administration of student funds. However, it is important

to note that, as cited in the CAO report, ED pr,T;1!, review activity was at a

higher level for proprietary schools than for .:. '% :her schools. Specifical-

ly, 16 percent of all proprietary schools participating in Title IV programs

were reviewed during 1981 and 1982. This compares with a 6.5 percent review

of other types of institutions.
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ThE AOZREDITIDG ECDIES HAVE RECENILY MALE atrmaA am= AFFECTDC ISSIFS

DISCUSSED IN THE GAD REPCHF

In an effort to carry out effectively its role to protect the student and

assure the proper use of p;Iblic funds, the AICS Accrediting Commission, as

well as the accrediting bodies of NATTS and NACAS, have taken meny steps

recently. The following is a summary of actions taken in the past year by the

AICS Accrediting Commission which were the result of work by an "Issues and

Concerns" committee established by AICS in August 1983.

o The Commission has modified the criteria by which the institution is

judged, thus affecting changes in (a) recruiting; (b) adMissions,

particularly regarding ability-to,benefit students; (c) standards of

academic progress for st4dents receiving Federal student financial

assistance; (d) outcomes of the educational experience of the student;

le) management of the institution; and (f) educational quality.

o The Commission has also made changes in the evaluation process,

including (a) longer evaluation visit:74 (b) better organization of the

evaluation team; (c) more detailed instructions to the team regarding

what is expected of them; (d) better trained evaluators; (e) more

attention to evaluation of the educational program; and (f) branches

being treated the same as free-standing institutions.

lie believe that the accrediting bodies which accredit private career

schools and colleges have stringent accrediting standards regarding admission,

tuition refund policy, attendance, satisfactory progress, recruitment, and
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general consumer protection. We take our role seriously and expect our member

institutions to do the same.

ACCREDrrim ASSCCIATICtS AN) s DEPAPITIENF OF EDUCATION CO DIFFER OVER MEER

ROLES AN) REspoNsathrnis CN SME ISSUES

The GAO report contends that there is a disagreement between the Depart-

nent of Education and the accrediting associations over the extent of monitor-

ing which should be conducted by accrediting bodies. The Department requires

that associations demonstrate the "capacity and willingness to foster ethical

practices among the institutions it accredits, including equitable student

refunds and nco-discrindnatory practices in admission and employment" AICS

concurs that this is a proper role of the accrediting body and that, in spite

of what is said in the report, monitoring is conducted continuously of all

school activities to the extent possible. en the other hand, there is no way

that an accrediting body, the Department of Eiducation or for that matter any

other Federal agency, can review the day-to-day practices of member institu-

tions. Nbr can accrediting bodies fully monitor compliance with Federal

regulations.

I would like to highlight some issues about which the Department of

Education and the accrediting body are in disagreement. The Department cur-

rently has a nrcatoriumon the approving for eligibility the conversion of

academic time periods at institutions from clock to credit hour. We question

the regulatory and legal bases for this. Also, and more importantly, is the

current practice of the Department of Education to require its approval of all

new or revised prcgraas at already accredited institutions. lbe Department

2 2
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also has specifically detailed a method for calculating clock botal3Which

limits the flexibility of the accredited institutions to meet the needs of

their specific students. Notwithstanding these disagreenents, we are optimis-

tic that the proper role of the federal goverment and the accrediting bodies

can be resolved. Cn the side of ccoperation, AICS naa has in place a proce-

dure by which it exchanges infonnation with the Deparblenes Division of

Certificaticn and Prcgram Review about any pending actions against ASCS insti-

tutions.

In conclusion, there are, and should be, limItations on the role and

responsibilities of both the federal goverment and the accrediting bodies.

The accrediting bodies should not be held accountable for all the details of

an institution's administration of student financial aid or other Federal and

state aid. Likewise, the Federal government should not intrude into issues

involving the evaluation of academic quality and the establishment of academic

prcgrams. It is very inTortantthat both parties clearly delineate their

roles. It is for this reason that AICS has sent to you, Chairman Ford and Mr.

Colenan, a legislative remanendationWhichwould clearly state that:

"In determining eligibility for any institution under

this title, the Secretary should not require subsequent

approval of additional programs of stady, measurements of

academic credit,judgment of academic quality, or any other

consideration or action taken under a recognized accrediting

body's scope of recognition."

2 3

499



495

This new section would clarify the role of accrediting bodies recognized

bythe Secretary to be reliable authority as to the quality of education or

training offered. It is our hope, and expectation, that state licensure,

voluntary peer evaluation through accreditation, and Federal monitoring of

funds administraticm will lead to a better product for the ultimate consumer--

thestudent.

In summary, we feel that the use of the GA0 report for other policy

determinations is questionnable. The small sample used as the basis for the

r-,5ort appears questionnable in view of the heterogeneity of the proprietary

sector, and makes general estimates and conclusions somewhat askew. We have

attached to Ms. Diorama's report an analysis of the statistical wealauassm of the

CAO report which was provided by Applied Systems Institute- Further, the

examination of this sector without the benefit of comparison to other sectors

on such dimensions as ccmpletion rate and satisfactory progress weakens the

validity of the study and merely stigmatizes our schools for p.roblems which

are facing all of higher education. Finally, the use of auditors who are not

fully knowledgeable in the Pell Grant regulations and wilco imposed their own

value judgments when determining misrepresentation appears to have seriously

biased the report.

We hope the Committee will take the necessary time to read our attached

response to the GAO report so as to put the findings contained therein in

perspective.

24
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ASSOCIATION OF INDEPENDENT COLLEGES & SCHOOLS

The Association of Independent Colleges & Schools (AICS) vas

founded in 1912 and nov has a membership of 636 diverse business schools

and colleges and another 337 branch campuses. Its institutions range from

business or specialized schools offering training of up to one ymar in

length to junior and senior colleges offering recognized associate and

baccalaureate degrees.

Approximately 595,000 students are enrolled in these institutions,

representing a broad range of income and racial backgrounds. Approximately

90% of the AICS-accredited institutions are taxpaying business corporations;

all of the institutions are non-public. In common vith all non-public

institutions, they are either entirely or primarily tuition-dependent for

operating revenues.

AICS member institutions are accredited by the Accrediting

Commission of the Association of Independent Colleges and Schools. Since

1953, the Accrediting Commission of AICS (formerly known as the Accrediting

Commission for Business Schools) hAs engaged in the evaluation and

accreditation of independent colleges and schools. In 1956, the

Accrediting Commission vas officially designated by the U.S. Commissioner

of Education as a nationally recognized accrediting agency. Such

recognition has been reneved since that tire and nov extends through 1985.
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REVIEW CF GilL) FM:WM IN ME= MIT=

.rwrz PRCFRIETAAY SCHOOLS DO KIT cnct ani DEPARDENI' ce EDUCATICtrs

mt. awe FROMM RECUIRDEN1S.

SUMMARY OF FINDIMS

o The GAO considered an.institution to be out-of-carpliance cn the basis of

a single error; therefore, surruary statistics of institutional error

ndght result from an infrequent hanan error rather than fromvddespread.

systenic error or lack of pmcgram knowledse.

o The GAO's Workpapers did not always support the number of errors cited in

the report.

o The GAO made technical errorswhich substantially overstated dollar

liability.

o The GAO often repeated the same error in two sections of the report,

thereby giving prl unrepresentathe impression of the true error rate.

o The GAO saretines confused normal financial aid practice with regula-

tions, thereby applying rules which do not exist.

o The labeling of errors was frequently inaccurate, giving the impressiOn

of more serious problems than, in fact, existed.

o Statistics were scaetimes misleading, particularly when only one or two

"outliers" significantly affected the averages derived.

5 a
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o Drqp rates were vastly overstated due to the failure of the GAO to use

the definition of withdrawal rate found in Department of Education

regulations.

The GAO introduced its own value judgments and biases in determining

Whether misrepresentation had occurred, apparently without see-Ring the

institution's explanation and perspective.

o The GAO found that job placement rates wyre overstated since it invoked a

calculation formula that differs from that approved by the Veteran's

Administration and used by most higher education institutions.

o The GAO confused the Department of Education's regulations and Congress'

intent on ability-to-benefit by citing any institution whidh used a

measure or: ability-to-benefit other than a verifiable test.

2
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PRELIMINARY PIALYSIS cr Gaio AUDIT FILIN

On August 20, 1984, the General Accounting ofiice (GAD) issued a report

entitled "Many Proprietary Schools Do Not Comply With Depertment of Educe-
.

tions'S Pell Grant Program Requirements." On the basis of a review of thirty-

five schools, practices and compliance at 1,165 proprietary schools was in-

ferred.

Because.of the serious nature of the problems alleged in the report, I

was asked to review the rawdata of student and institutional files upon which

the student was based. To do so, the Freedom of Information Act was invoked

and I travelled to Detroit to examine certain of the audit workpapers. As a

preface to my report, I must state that I had only two days to review the

files, and in many cases had only a portion of a student file available.

Because of time constraints, I concentrated on examining the examples cited in

the report rather than attempting to work back to the sunuary statistics of

error rate. However, I feel it is reasonable to assume that a similar re-

duction in error rate could be extrapolated to the entire study, thereby

reducing the total error/cost figures to the government to a much lcmer fig-

ure. Afurther limitation to my review was the inability to obtain the audit

plan used to guide the audit It was the opinion of the GAO that this con-

tained privileged information since it contained the deliberative process used

in formulating the study. I was also refused copies of the Regional Audit

Summaries, although I was permitted to view these briefly..

Based on this analysis, I must dispute many of the items considered to be

in error by the GAO. In fact, it is my opinion that the number and magnitude

of the mistakes of analysis and judgment by the GAO makes it truly dangerous

to use their report or any of its findings for policy determination. It is

disturbing to think that very serious policy changes, such as a proposal to

limit funds to high-school graduates or G.E.D. recipitIts, would be made based

upon a report which has so many misstatements.

5 5
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Listed below are my findings and scae new questions raised about the

report.

1. Ireligible Students and Programs (pages 10 and 11)

Review of Workpapers

Threacmamples of students receiving funds for ineligible programs

were cited. I was Able to examine two of these. The first example spoke

of an institution "that admitted Pell Grant recipients into four certifi-

cate courses whidn ranged from six to twelve weeks, fax short of the six-

month rewireuent." My examination of these student folders showed that

in both cases the student enrolled in a fully eligible nine-muith program

and received the Pell disbursement based upon attendance in these pro-

grams. After having qualified for Pell funds, the student then dropped

for two months in one case and for three months in the other case, before

changing career plans and entering the shorter ineligible program. The

auditors' conclusion that the school awarded funds to students enrolling

into these courses appears unfounded.

In the second example, it was stated that a school enrolled eighteen

students in the sample in a 700 hour G.E.D. training and office assist-

ance program It is further noted that these students received $15,821

in Pell and $19,247 in other Federal funds for tuition.

The auditors apparently did not realize that only a small portion of

the training was CLE.D.-related. The catalog .clearly laid cut the fact
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that only 100 of the hours were G.E.D.-related. 'This means this program

is fully eligible, although the "students in it should be compensated for

only 600 hours, not 700 hours. In any case, the auditors overstated the

liability by 700 per cent.

In the preamble to the section on ir.4-tliTIble schools, it is stated

that 133 schools admitted students who already had a Baccalaurreate

degree. Presumably, the citation is concerned not with the admission of

such students, but rather with their receipt of grant aid. The

extrapolation to 133 schools would imply four out of the universe of

thirty-five had made errors along this dimension. The auditors' work-

papers, however, indicate only three schools with problems of a

Bahelor's degree.

At one of these schools, a single student received an SECG despite

having a Bachelor's degree. While recognizing the program error, I

question the inclusion of nonrPell findings in a repays:which is intended

to assess the degree of errors only in the Pell Grant program The

second instance referenced in the workpapers was a school for which the

review of the workpapers did not reveal any cases in which a student had

received grant aid despite having a Bachelor's degree. The GAO personnel

were unable to explain this discrepancy. The final case was the institu-

tion in which the two errors cited on page 10 were found. These repre-

sent true program errors.

507



503

Implications

In this first area, we can already recognize three basic Weaknesses

of the report.

First is the failure to differentiate between hman error at an

institution versus lack of institutional kmswledge of pmgrarn require-

ments leading to wide-spread errors. Fbr example, in the cases of the

two actual errors with respect to the Bachelor's degrees, the students in

question had each reported on their financial aid applications that they

had no prior postsecondary training. In their education files, evi-

dence of a Bachelor's degree was available. Although I recognize that

the institution is liable for any information contained in other institu-

tional files, the implication of lack of familiaritywith eligibility

requirements is of a different level of severity than failure to spotall

instances of student reporting inconsistencies.

A second deficiency is that the GAO classifies an institution as

being out of compliance when even one student in the sample received

funds in ernor. An "all-or-nothing" measure of perfect compliance is

misleading. Amore informative statistic would be the percent of stu-

dents nationwide who inappropriately received funds. Fbr example, if all

schools in the nation each made one overaward of $1 to only one student

at their institution, the GAO's sumnary statistic that 100 per cent of

schools were not in oompliance would he much levt irformative and ac-

curate than a statistic which instead reported frequency of reporting

error and dollars misspent.
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The review of this area also illustrates a third consistent problem

with their report: the misstatenent of the true error rate. For example,

with respect to the Bachelor's degree problem, only cne case can be sub-

stantiated in the Pell program, yet four were cited in the report. One

uorx3ers how nany other cases of smeary statistics could not be supported

by the workpapers.

2. Administrative Errors in "%yard C3 lculaticti

Review of Workpapers

Ihe first narrative statement I examined ues that "sone schools

erred in determining student's enrollment status, .,..24 vverawards occur-

red because more hours or claeccs were included in .-aloulation than

the number for which the student was enrolled." I found toat, despite

the reference to plural institutions, only a single school erred along

this dimension. Specifically, the cost of attendance was calculated

incorrectly on two occasions causing an overaward of $21 in cne case and

$75 in another case. It is misleading to consider that this was a

nistake in enrolluent status, since the students were in all cases

properly treated as full-time students. Errors in determining three-

quarter and one-half time would have implied a liability of at least

25 peroent of the award. The error in calculation of the cost of

attendance was far less significant, since it involved only a difference

in the total miter of credits for which the student ues charged.
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The next claim I examined (on page 24, bottom) was that, at one

school, three students were overawarded an average of $600 because of

varying tuition amounts for the same program. These errors ware as

follows:

Student Mire Overawerd

N.M.

D.S.

M.N.

$1262

$ 524

$ 7

I found that the major error here was a single student (N.m.) who had'

been improperly paid for an ineligible program The error was unrelated

to variable tuition rates. The student in guestionwas already covered

on page 11 under "Other Ineligible Students in Progrmns." It does not

appear to be appropriately re7mentioned under a section entitled "Calcu-

lation."

In the case of the second student, DS., the GAO calculated that the

stAi1e,1t receive $524 mcre than was allowable. This is based upon their

use of a $900 tuition figure for the student, rather than the normal

$2025 tuition. The student was a CETA student and CETA had agreed to pay

$1125 for the student. Although the school should have properly used an

enrollment contract for the student of $2025 and rerely indicated the

CETA grant was "other aid," an argurent could be made that the award does

not constitute a program error because the net effect was the sane. The

student was clearly enrolled in a course which had a tuition for a full-

51 0
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time student of $2025 and this Should have been the correct figure to

utilize, just as would have been the case had the student receved an

outside scholarship.

If we extract the $1262 error (as not being pertinent) and tte $524

error (as being incorrect), we are left with one $7 error. Unforrunntv-

ly, time did not permit me to examine the data for this minor error bC

see if the auditors were in error cn this finding as well. Aowever, it

would appear that the auditow,s were in error here as well, since the

Scheduled Award they derived is not even a figure found on the Payment

Schedule for the 1!0-81 year. The school's calculated figure of $1712

is identical to that it determined for other students with an SAI of

zero.

With resecL to the underawards mentioned in the same paragraph, I

was only able to establish six underavards, with an average of $306.

However, further analysis of this figure is necessary. Pour of the six

(67 per cent) were based upon the failure of the school to include the

application (registration) fee in the cost of attendance. Whether an

application fee wes an allowable cost of attendance was being debated at

the policy level at the time, and the distinction, if any, between a

registration fee and application fee at a private career school was

unclear. In fact, it was not until the 1983-84 year that the Department

definitively came out with a statement saying that such fees could be

included as an allowable cost. In a Question and Answer issued on June

27, 1933, the Department stated that "Iterefore, we are changing our

position with respect to the inclusion of application fees in a student's
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cost of attendance. An application fee (of the school that the student

is attending) will be considered to be part of the cost of attendance for

the academic year for.which it is paid."

Therefore, it seems understandable and acceptable that the school

decided to take the conservative route rather than face at a later date

considerable liability as well as cumbersome recalculation pyocedures had

the Department.instead decided not to allow this fee. This error re-

sulted in the four students' scheduled awards being $38 less than would

have been the case.

The remaining two trmerawards represent the more significant in

dollar figures, however, since one was cited as $1,000 and another as

$688. My review found that both were miscalculated by the auditors.

S.M. is shown with a $1,000 un5eraward. This is because the auditors'

workpapers Show an SAI of 109. In actuality, according to the official

documentation tn file at the Department of Education and the school, the

student's SAI is 1109, thereby validating the school's calculations.

Another student, T.G., had transferred from another institution: and

so represents a special calculation problem. The auditor felt that the

cost of attendance should have been calculated based upon the normal

tuition and fees charged for the full 1500 hour course. It certainly

would have been suppoetable to instead use the lower tuition rate used

for transfer students. This would have yielded a Scheduled Award of

$1,438, thereby redncing the amount of the underaward to 45 per cent of

that stated.



508

The GAO auditor was also of the opinion that two disbursenents of

the student's award would be required for the 450 hours to be completed.

Since the school used.a definition of academic year of 1500 hours, the

first payment was properly for the entire expected diSbursement» The

Department of Education has clearly explicated this position in several

of its Questions and Answers and policy statements. For example, in

P-1.1, GEN-84-14, it is stated that "If a program is usually 1500 hours

in length, but a school accepts 500 hours earned at a previous institu-

tion by a transfer student, that student can still receive a disbursement

for half the academic year. Assuming the academic year is 1500 hours,

the first disbursement would be for 750 hours and the second disbursemnt

would be for the remaining 250 hours provided the student does not re-

ceive more than ane Scheduled Award for the academic year."

This case again illustrates the repetition of errors, so as to

negnify the true error rate detected. The seFerate discussion of the

calculation of the scheduled auerd versus the disbursement anount rakes

it appear that more errors had occurred than uere, in fact, the case.

Far example, the same school which is cited cn page 24 for incorrect

calculations of scheduled award is again cited an page 25 for incorrect

calculations of expected disbursemnts. Quite obviously, if the sched-

uled award is incorrect, the expected disburr,arent udll likewise be in

error.

The second example cited cn page 25 says that the school had no

documentation for the cost of attendance calculation for a sample of
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twenty-two students. I questionned the auditors as to what they felt

constituted adequate cost of attendance documentation, since the school

reported having contracts available on each of these students. The

auditors stated that they found it to be common practice to have in each

student's file the calculation of the Pell Grant cost of attendance, and,

therefore, considered the omission of this individual worksheet to be an

error. Although worksheets may be common practice, it is certainly not a

regulatory requirement as long as the rationale for the cost of

attendance can be documented.

The auditor's other concern with respect to this sdhool was that

nts in the same curriculum were charged different tuition and fee

rates even though they had the same start date. It is a cannon practice

when a tuition rate increase goes into affect to make it applicable to

all students signing a =tract subsequent to that date. A student who

had signed a contract prior to the increase may begin in the same class

as a student who signed a contract at a later date. Tbere are, in fact,

several traditional colleges which now similarly allow students to

"lock-in" a certain tuitn rate if they apply and carrnit to their

education early.

At another institution which the GNO listed as having cost of

attendance and underaward problems, I examined the cost of attendance

calculations and found that the GA0 apparently did not recognize that if

the school redefines its academic year, the tuition and fees must be

prorated to reflect only the costs of the tuition and fees for the newly-

defined academic year. Therefore, when the school redefined its academic

51 4
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year from 1600 hours to 900 hours, the cost of attendance declined since

only 900 hours of tuition could be included in the allowable costs. This

meant that the cost figures utilized hy the school were, in fact, correct

and the overaward and underawards cited were erroneous.

Implications

Many of the same deficiencies in the structure and reporting of

findings which I noted with respect to ineligible programs are repeated

in the section on Award Miscalculations.

Magnification of the error rate without substantiation in the work-

papers is exemplified when the auditors reported an incorrect SAI for a

student and from that inferred a large underaueuti. Repetition of the

smne error (e.g., award calculation versus disbursement errors) con-

tributed to an inaccurate picture of massive errors.

In addition, the language in some of the findings was misleading

(e.g., enrollment status errors When post of attendance errors would have

been a more accurate description) or mislabeled (e..g., award calculation

errors when enrollment in an ineligible program was identified and had

been previously reported upon in an earlier finding.)

Several cases were also noted in which regulatory ard policy is-

suances were misapplied or incorrectly invoked. Three examples are the
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individual docurrentation of student
costs, the treatment of the applica-

tion fee, and the calculation of the
cost of attendance when a school has

redefined its aaademic year.

Finally, this area illustrates an
example of what I consider to be

the use of misleading statistics.
Even if the four $38 ndstakes due

to the omission of the
application fee are considered errors, i question

the auditors citing an average of a
$277 underaward when four cf the

errors were clustered at the low figure of $38 per student with two

outliers at $688 and $1,000. A list
of the school errors could have been

displayed as easily, and would have avoided uisirpressions.

3. Refunds

Review of TAtxkpapers

Several errors were also noted
with respect to sahools implements-

tion of their accrediting commission's
refund policies. On page 27 it is

stated that instead of using
accrediting commission standards, one school

imPlemented the refund policies
required by the four states which license

schools in smrrounding areas where they recruited students. The GAO

report goes on to say that the school "collected" substantially rore

under the state policy from students
who dropped out under the state

policy than under the accrediting agencyls policy. In a review of the

case, as well as an interview with the institution, it appears that

whereas the sdhool printed the
enrolluent contract showing the state

policy, in practice it calculated two
different refunds for the student
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-- one under the state policy and one under the natibnal accrediting

commission poliCY and gave the student the most favorable of.the two

.1 feel that using words such as "implemented" andpolicies. Therefore,

"collected" are mislea di --y in that the school never, in fact, took more

than what was allowed under either the state or NATTS'

SOS able to reviewsix other schools which were alleged to have

refund policies in v1o7Iti0n of the accrediting commission standards.

Fbur of the instituti -wz,ich I examined appear to be in compliance with

the accrediting commission standards and the GAO was unable to explain to

me their reascn for citing the sdhools for deviation from the accrediting

one case, the school's policy could have led tocommission poli(.71% In

its retaining $89 more than what the HAMS' policy would allow if en-

rolled in a merchandising program and $16 more if enrolled in the sewing

and tailoring Prcgrain- This was a result of the school using a per-

centage calculation derived when the total retained was below the $300

maximum figure provided by the NATT5 policy for the first week, but

which after a recent tuition incmase had been raised to above the $300

figure. However, since the auditoM also roted that all drops had cc-

curred after the third week of attendance, no errors in refunds' had

actually occurred.

The remaining sthool appeared to have made a typographical error

in their policy, showing a 55 percent retention of tuition, rather

than the permissible 45 percent. However, it must be noted that

the student enrollment contract was correct, and it is therefore

likely that refunds were correctly calculated.

5 1 7
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Imolications

Again, the true error rate appears to have been vastly over-

stated in the report Cf the seven schools I reviewed, all of which had

been cited for this deficiency, I found 57 per cent to be fully in

compliance, another 29 percentwexe applying the policy correctly

although their written statements should have been amended, and 14 per-

cent of those cited as cut-of-compliance in fact deviated from the ac-

crediting =mission policy. Cf the two sthools that were in error, the

auditors themselves noted that at one school no students had withdrawn

during the period which would have led to a miscalculated refund.

4. Institutional Dropp!Olit Rates

Review of wbrkpapers

I questionned the auditors several times about their calculation of

institutional drop-out rates. I was infonned that when the audit spoke

of completion rate, it referred to the outcomes of the sampled students.

On the other hand, when it spoke of total school drop-out rate, the rate

referred to was that defined by the the Department of Educaticers regula-

tions. My sampling of institutional files did not confirm that this was,

in fact, the method used by the GAO. Instead, it appears that the

formula used was the sum of the withdrawals and dismissals during the

entire award year divided by the total enrollnent. Such a method

overstates the withdrawal rate at the institution by at least 50% since

it locks at a drop-outs over a full twelve-months, which is 50% longer
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than the pericd mandalted by the eight-month academic year rules of the

Department of Education.

In order to demnstrate this difference. I examined the school

whidluas listed with the second highest drcprout rate for schools "ad-

mitting unqualified students." (Unfortunately, the school with the

highest listed drop-out rate had insufficient information contained in

the audit file to permit calculation of this figure according to Depart-

vent of Education guidelines.) For my sample school, I used the Depart-

ment of Education's method of calculation using the June 30, 1981 date

and counting back ei ght months to November 1. I then examined what

happened to the students who were in school as of NoveMber 1. Doing so

resulted in a drop-out rate of 35.8 percent. Thus, the 57 percent

calculated by the auditors was a 59 percent overstatement. This con-

firms that the total droprout rate of the other sdhools that "admitted

unqualified students" was also overstated by 59 percent. In that case,

the oorrect average may be approximately 24.14 percent.

Inplications

The inability of the GAO to specify its measurement procedures and

its confusion over the methods used by the Department of Education make

it impossible to compare the findings with the Department's benchnark

figures. Howver, the statement that "466 sdhools had schooluide drop-.

out rates that exceeeded the Department of Education's 33percent bench-

mark" is false, since the GAO never meaSured these rates using Department

of Education methodology. In the one school at which we calculated the



515

correct figures according to the procedures purFortedly used, we found

the GAD had overstated the drop-out rate by 59 percent It seemi

that the average of the correctly calculated ratEs was well within the

tolerance level established by the Department of alucation.

5. misrepresentation

Review of Workpapers

While the Derma-trent:of alucation regulations prohibit schools from

ndsrepresenting, the =was aFparently using their own judgments --

which oftentineswere counter to community standards -- to determine when

ndsrepresentation had =caned. FOr example, it is stated that job place-

ment rates were overstated. An example is provided of a school which

claimed a job placement rate of 90 percent, 15 percent of which repre-

sented students who transferred to four-year colleges. lbe fact that the

placement rates included students transferring to four-year colleges was

and continues to be proudly discloselon the school's bulletin board

which &currents these placement rates. In another example, the auditors

cited a school for overstated job placement statistics solely because the

institution excluded from its calculati.ons students whowere unavailable

for placement Although when I questionned the auditor he remained

finmabout the impropriety of this practice, it must be noted that the

procedure conforms to that policy used by the Veteran% Administration

for many years and in the education camunity is considered appropriate

practice.
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The third of the schools for which I reviewed the workpapers had

been told by the auditors during the exit interview that they had con-

firmed the oorl.Tetness of employment data with all students/errployers.

This school has for the past several years had their paacenent rates

audited by Peat. Marwick & Mitchell, since they found that the 99per-

cent they were quoting was not generally believed without this "seal" of

veracity.

Another case of misrepresentation of employmenturns alleged in

the case of one school which according to the audit "implied that good

jOb opportunities existed in the local area by stating in its catalog

that the area ranked high anoung states as an apparel producer." The

audit goes on to say that "the school placement director told us that

design graduates may have to relocate, settle for less than a "prime"

job, or became self-employed if they wish to get a training-related job

bemuse few employment opportunities existed in the local area." Based

upaL, the placement director's statement, this practice was considered

"misleading advertising." When the actual statistics of graduate place-

ment are reviewed, students desiring a job in the local area can and do

get jebs in the area. One is left feeling that the students and staff

were always considered by the GAO auditor to provide accurate information

if it was negative, without researching either the accuracy of the state-

ments made, or the motives of the persons interviewed.

FUrther, the value judgments of the auditors oftentimes entered into

the deternination of whether a citation should be made. For example, one

of the negative findings cited for three schools was "telephone blitz-
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hmg.." The very title implies that the use of the telephore to recruit

students is sontmwunethical or imucial. Schools which use television,

radio or mail can likewise be considered to be "blitzingr in that they

are using vigorous effcrts to inform -;tudents of the availability of

educaticm at their institutions. ,choolsrAiionn use tele-narketing

(the termused for telephone adverl;c require their employees to read

'frame fixed script which merely asks the student if they havr ever

ccnsidered a vocational education. If the student says thm be/she would

be interested in receiving mnre information, the cam= practIce is to

ask that the student, and their mother and father, come to the school for

further information. It should be noted that student recruitment through

the use of the telephore has gained considerable acceptance at public

instituticns as uell. Both Kent State and Ctio State have launched very

effective canpaigr-t in this area. In fact, Northwestern Bell Telephone

has written a fine publication entitled "Student Recruitment Through

Phone Pager" which was developed through studying the program of these

tdal institutions. Consideratic -. of this as a questionnnable recruiting

practice should be re-examined.

Another hea3ing lnder "Adninistrative and Programnatic problems:

Questionnable Recruiting Practices," is the use of ammissioned recruit-

ers. We verified from audit xrcords that the mere existence of ccemis-

sicced recruiterswas sufficient to categorize schools under this head-

Lng. Fcm example, the workpapers referencing a school under this heading

revealed the iolloging:

522
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"Methods used to recruit students include newspaper

advelftising, speaking at highschool career days, yellow

pages advertising, billboards and spot radio/TV announce-

ments. Advertising material is mailed to phone-in leads.

Phone calls are made to past leads, hut no "oold calls"

are made."

Similarly, another "Questionnable Recruiting" practice listed on the

survey document was the use of scholarships to "attract" students. The

i';plication that scholarships are unethical is surprising, to say the

least. Scholarships to encourage deserving students who would otherwise

be unable to attend school, or to attract above-average students, have

been a tradition at public and private non-profit institutions alike.

Yet in the proprietary sector, the auditors have oonsidered them to be a

"Marketing gimmick." In fact, several of the schools who were cited for

the use of scholarship programs ran competitive programs. For exapple,

the first school that ues cited for this finding gave five scholarships

(one in each major) annually. These scholarships were awarded based upon

a jr.T../ panel's review of two samples of artistic work submitted to the

sd: If the student was also eligible for a Pell, he/she received

th, funds for living costs.

Implications

A review of this area of the audit highlights two problems with the

audit. One was the serious and demonstrable misjudgments made in
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classifying whether acticns and procedures are acceptable. In this case,

na clear errors cf data collecticn or analysis were involved, only highly

subjective judgrents..As in the other areas, we again see instances

where the GAO has nat fully disclosed its criteria far determining a

school to he out of compliance.

Tbe other troublescre aspect to theaudit involved here is the

failure cf the auditors to fully research allegaticns and respcnses of

other parties at the school. Although the sccpe cf this report does not

permit an examinaticn of the topic of monitoring and accreditation, a

siralar situation was seen in that area. For example, cne school was

cited for failure to maintain files of students who had been rejecbal

It is not kncwn of vhich school official this request was made, tot these

files have alveys beenavailable and are still extant should the GAO nag

wish to examine than. The same school was cited for an inccmplete ac-

crediting repor:t- I have examined the report in question and cculd not

find the basis for the findirmg. These examples further call into ques-

ticn the thoroughness of the audit findings.

6. Ability-to-Benefit

Review of Workpapers

TWenty-two schools were listed as failing to reasure a student's

ability-to-benefit. A sampling of the schools so listed revealed that in

all cases the ability-to-tenefit was reasured, although not always

52 4
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through a verifiable test. As I pointed out in my earlier correspond-

ence, the Cepartment has no requiranent of a verifiable test.

Of the three schCols that I reviewed in this area, one used an

interview and documented the results of the interview on the back of the

student inquiry list.

The other two schools did not admit "ability-to-benefit" students,

but instead required all students to have a highschool diploma or G.E.D.

certificate. These schools were nevertheless included in this group

since each had one or two students out of the entire sample who did not

have their highschool degree documented to the satisfaction of the GAO.

For example, in one case the highschool transcript through January of

senior year was onfile, but the final transcript had never been received

after the student:graduated. To extrapolate the single institutional

error into a total institution-wide problem appears to be a misrepre-

sentation on the part of the GAO.

In a separate category of questionnable ability-to-benefit treasures,

the GA0 had concerns even when the school used a verifiable test. For

example, it is noted that one school used the SRA Adaptability test as

its measure of ability-to-benefit. Ihe auditors apparently felt that the

required score of 8 out of 33 was too lenient. It is questionnable as to

hour.thIs determination was made since the manual accavanying the test

suggests 8 as a cut-off for clerical occupations. Perhaps the auditors

were unaware that this is a tima test,:thereby making a score of 8 quite

difficult to achieve. It is also interesting to note that the school's
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own research has Shown that neither having scores near the minimum (an 8

cr 9) nor having taken the test more than once is correlated with drop,

ping out.

Ftrther, it is stated that this same school allowed students to

retake the admissions exam. What is omitted from the narrative is that

only students with an initial score of 6 or 7 were permitted this option,

and then only one additional attempt was permitted. The provision for

re-taking exams is cannon to all sectors of postsecondary education,

since fear of tests pervades society -- particularly testtakers from low-

immme backgrounds -- and a "comfort factor" must first be engendered.

Blow many students take the SAT exam a second time to raise their scores,

and thus their probability of admission?

The auditors also cited schools for giving tests on the first day of

classes, cr otherwise after the student had begun school. My review of

several school files where thiswas allegedindicates that several

schools used these tests not as entrance exams, hut rather as indicators

to determine student placement in courses, or to enable than to focus

remedial assistance on students who exhibited certain weaknesses. Still

other schools indicated that since they recruit students fram such a

large geographic area, it uas impractical for students to came earlier

for the necessary testing. In order to be sure that there %es adequate

supervision of the testing, it was found preferable to test students cn

the school location cn orientation day. Any student who did not pass

the admissions test ues refunded in full.
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Inplications

As in the case of "Misrepresentation," it appears that the sub,

jective and questionnable criteria of the auditors are the major reason

for this finding. Also as previously, the judgments with respect to

neeting those arbitrary criteria were based on less-than-thorough

examination of the facts.

7. Satisfactory Progress

Although I was not Able to revieweach of the schools cited for

failure to measure satisfactory progress, I was able to examine a sample

of these schools. On this basis, it appears, again, that the GAO find-

ings were greatly overstatil.

For exmAple, the audit states that in one case they could not

confirm whether the students in the sample maintained published standards

since the school did not maintain nonthly grade reports. Instead, the

school maintained a cumulative transcript, therebymaking it difficult to

later determine what a student's average ues at any given date. In other

words, while the student's average and thus satisfactory progress was

clear as of the time the disbursement ues made, the fact that it had been.

"updated" by the addition of more subjects and grades made it difficult

to calculate a cunulative gradepoint as otE an earlier date.

Tie audit file clearly states that the Vice President for Academic

Affairs had offered to compute the gradepoint average for the sample
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students at each juncture but "the auditors declined since it is not

general school policy and\c.e wanted to insure the integrity of the school

files are maintainaLl'

Cther instances of the ccnfusion between easy availability and

progran complianceuere likewLa...nade. For example, one school had not

published a standard of satisfaatory progress for the 1980-81 year, but

it was noted in the auditorworkpapers that the policy in force for

1981-82 had been used to review ai1 student files for the earlier year.

Despite evidence that satisfactory,progress had thus indeed been meas-

ured, the school was cited for this anission.

The auditors also took issue with schools that allowed anything less

than a 2.0 average. As discussed in my previous report, it is a common

practice in academia to allow a lower grade average early in a student's

academic career, gradually tising to that required for graduation. Such

policies recognize th,i;054stment problems that students may have to a

new learning environment,

The auditors also questionned the attendance policy of institutions.

Several schools, particularly credit hour schools, had pablished a flex-

ible policy of attendance, yet were cited an this basis. For example,

one school had as part of its policy that "the training may be inter-

rupted" if the student exceeds certain limits. /t appears that if the

institution did not interrupt the student, even though its policy did not

so require, the auditors considered that the school had not been ade-

quately monitoring satisfactory progress. A similar example was at
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another credit hour institution where it was stated that since the reason

for an absence was not always shown, the school was not enforcing its

policy of only allcming a certain number of excused absences. .The

auditors seemed unaware of the fact that credit hour institutions

typically use collegiate attendance policies which do not consider at-

tendance as part of satisfactory progress.

My previous contact:with the GAO has been through the frequent use of

their publication Standards for Audit of Governmental Organizations, Programs,

Activities, and FlInctions. I have often quoted the wisdom contained therein

as a guide to auditors to improve the quality of the work produced. For

example, on one page of the guide it is stated that "Findings should be

presented in an objective and unbiased manner to include sufficient informa-

tion on the subject matter to provide readers with proper perspective."

Another part of that publication states "One of the most effective ways of

insuring that reports are clear, complete and objective is through advance

reviews and canrents by persons or by officials of the organizations, pro,

grams, functions or activities whose operations are discussed in the report.

This produces a report which shows not only what was found and what the

auditor thinks about it, but also what the responsible persons think about it

and what, if anything, they are doing about it. This kind of report is more

useful to the recipient"

I feel that the GAO audit process should itself more closely parallel the

standards it holds up for other auditing entities. TO do so would produce a
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report which would be useful to the auditee and to the Department of Education

and Ccogress in making policy decisions and correcting any abuses or.errors

uncovered. To instead merely allow the Department of Educatico to respond.to

an audit such as this, when officials there are unaware of the actual situa-

tico at each school, serves little purpose. The guts of a full response

must be the institution where the alleged errors have occurred, since only ue

institution has the full facts and explanations of uny certain actions cccur.

Whdle I recognize that the GAO may feel that different standards are reason-

able since the results of their review do not lead to dollar liability, it

must be remarbered by them that the same care and thoughtful presentation is

imTerative in their presentation since the results can impugn an entire sector

as uell as potentially affect the ability of future students to receive an

educatico.

Through ntmerous phone calls with participating institutions, I confirmed

that the schools thought that the auditors %ere well pleased with the school

operations. Uniformly, schools were shccked %ben I relayed to them the

citations which had been made. Exit interviews were described as being brief

and ompiimentary. For example, at coe school where the auditors later wrote

up seven negative findings, the schcol director %as told that the audit team

had been called back to Washingtco because they ueren't finding anything of

substance and, therefore, they could not justify the time and money expended

at the school. At another, in the auditor's workpapers it was stated "There

were only a few points noted during our review that ue consider worthy of dis-

cussion with school officials. Generally ue consider that the school is uell

run and operated." I have already noted that one auditor enrolled his grand-

son at the school which was reviewed, and another's enthusiasm manifested
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itself in a hug and a cament of "Utank you for what you are doing for ny

people."' Therefore, we are left wondering why the individual auditors would

leave these institutions with a positive view, yet the final report would

disclose quite different results.

Likewise, the summary reports from the GAO Regional Offices had an ex-

tremely positive tone, thereby discounting the possibility that the schools

merely misperceived the messages in the exit interviews. For example, the

Philadelphia report says "In our opinion, none of the schools are using ques-

tionnable recruiting practices." The report went on to say that they found no

misrepresentation on placenent and training. All six of the schools in that

region were in compliance with satisfactory progress. They also stated that

four schools had had program reviews, all of which had been closed satisfacto-

rily. (The only negative noted was minor refund problems.)

Similarly, the Atlanta office report was extremely positive. The problem

areas that they noted -- satisfactory progress, refunds and grant award

calculation -- were emphasized to be "not sanple-wide but only at a fea

schools." While I did not get the opportunity to reviea the Los Angeles

report, and no Detroit report ues prepared, I find it difficult to understand

how the individual reports uere positive, but the aggregate W1S negative.

The two days of reviewing GAO files only scratched the surface as to the

findings that were alleged. However on this basis, I can state that, of the

findings I reviewed in detail, the vast majority, had been overstated in terms

of significance and dollar liability and nany were just plain in error. If

you should wish further review of the individual cases, I would be happy to

expand the linited sampling that I performed in Detroit. As always, I remain

available for further interpretation of the contents of this report.
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APPUED SYSTEMS INSTITUTE, INC.

MAR 5 1985 AS!
K Street. N W.. Sues 600. Washington. D.C. 20006 (202) 785-0920

March 4, 1985

Tb: Dr. Lee Reamer, Executive Director
National and Technical Schools

From: Dr. Paula R. Inapper enior Statistical Analyst
Applied Systems Institute, Inc.

Date: February 26, 1985

Subject: GAO Report entitled 'Many Proprietary Schools Do Not
Comply With Department of Education Pell Grant Program
Requirements'

The above-mentioned report, presented to the House

Subcommittee on Postsecondary Education in August, 1984, found

that many schools were not adhering to requirements for admini-

stering the Pell Grant program by admitting unqualified students

who had a greater tendency to drop out before completing training,

and by other poor administrative practices. Az a result, a number

of recommendations have been and are being made concerning

proprietary school participation in the grant program. However,

the information provided in the GAO report should be used with

caution as there are several study design flaws which affect its

reliability and accuracy.

The report is based on a sample of proprietary institutions

which have been recognized by the Department of Education (ED) as

eligible for participation in Title IV programs and enrolled

students participating in the Pell Grant program in 2980-81. In

order for an institution to be eligible to receive Title IV funds

for its students, it must be licensed in the state in which it

operates and be approved by an ED-recognized accrediting agency.

In 1980-82, there were 1725 such proprietary institutions which

enrolled students participating in the Pell Grant program. Of

these, the GAO selected as their universe of interest the 1165

institutions in 15 states which received 66 percent of the Pell

Grant funds disbursed in that year. .From these 1165 proprietary

institutions, a sample of 35 institutions was selected for study

as the basis for this; report.
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The selection of a sample from the population of interest is

a very cost-effective way of obtaining information. However,

because it is a sample.and not a complete enumeration of the

population, it must be selected very carefully so that the chance

of its not being representaUve of the population is acceptably

low. The appropriate primary sampling unit must be identified, a

sampling design or plan must be developed in which the necessary

information can be represented accurately, and a sample size

selected which will accurately reflect the characteristics of

interest.

IdentificatiOn of Primary Sampling Unit

While selecting the appropriate primary sampling unit may

seem to be fairly simplistic, it can be confusing if there are

several levels of interest. in reporting on education issues, for

instance, there is often interest at both the institution and the

student level. If the interest is in only one of the two levels,

the selection process is simplified. A simple random sample of an

appropriate size can easily be defined. If, however, a simple

random sample is not easily constructed or the cost of data

collection is prohibitive (for instance a sample of students

nationally), other sampling plans must be considered, each having

associated costs and gains.

A frequently used alternative to a national selection of

students is contact with clusters of students through the insti-

tution attended. This has the advantage of reducing the

collection cost per individual because of centralization, and

often has the added gain of institutional cooperation and support.

The disadvantage is that while the unit of interest in the survey

(students) has cot changed, the primary unit for sampling purposes

has been changed to the institution. One must now also be careful

that the institutions which are to be selected are representative

of the universe of institutions, so that the students in atten-

dance are also representative of their respective universe.

Similarly, if one is interented in both the student and insti-

tution level, the primary sampling unit is the institution, within

which students can be sampled as representative at both levels.

5 3 3
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Development of Sampling Design

Once the primary sampling unit has been selected, the easiest

sampling design is a simple random sample in which each unit has

equal chance of selection. A sample of sufficient size is very

likely to adequately represent the population of interest.

Estimates of a population characteristic can be made from know-

ledge of that characteristic as found within the sample. However,

because the information is available for only a portion of the

population and because that estimate could differ if a different

sample were selected, some notion of how different the sample

estimate is likely to be from the population value is needed.

most populations, if large enough, tend to be normally distributed

along a.continuum for a given characteristic. That is, most

observations are clustered around a central point with

increasingly fewer found further away from that point. Because of

this, a probability range can be computed based on sample size

compared to population size and variability within the sample on

that characteristic. This is called a confidence limit or range,

and can be interpreted as being the range in which the true

population figure is likely to be found with a stated degree of

probability or likelihood, usually 95 percent or 99 percent.

Refinements can be made to the selection method and

resulting estimatee if information related to the characteristic

of interest is known about the population. Use of this related

information can help to make estimates from the sample more

precise by reducing the variability of the estimate. This is

accomplished by dividing the population into smaller sections or

strata, each containing observations which are more similar or

homogeneous within the stratum and different between strata.

This similarity within strata reduces the overall variability of

the estimate and produces a more precise estimate. That is, the

confidence range is shorter. This stratification variable or

variables must be closely related to the variable or charac-

teristic to be estimated. If the stratification variable is not

related, its use can result in greater variability within strata

than between, and a less precise estimate is obtained.
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Selection of Sample Size

The third major concern in developing campling plan is

to determine an appropriate sample size for the degree of

preciaion and accuracy desired. If the sample size La too small,

the sample is less likely to be representative of the population.

In a simple random sample, each observation has a known and equal

chance of selection. In drawing the sample, the first obser-

vation selected could be very much like the majority of

observations, or it could be very dissimilar. The same is true of

each of the second through nth observations. However, because the

majority tend to be similar, the larger the sample, the more

likely it is to be made up of observations which are similar in

distribution to that of the population. An estimate can then be

obtained which is very close to the true value. In addition, the

larger the sample, the much more likely, it is to look like any

other sample of siailar size on the characteristic of interest and

Tproduce similar results. When the sample is not of sufficient 1

!size, however, dissimilar observations take on a greater impor-

tance in the estimate, reflecting more of the extreme than is

actually found in the population. Thus, with too small a sample, .

there is an increased possibilty of something which occurs very

rarely appearing to occur much more freguently.

Analysis Specific to the GAO Report

The report by the GAO is presented in a statistical frame-

work that implies highly reliable and statistically significant

results. Evaluation of the brief methodologiial section provided

in Appendix 1 of this report, however, reveals a lack of infor-

nation to support the claim of 95 percent confidence that the sample

is representative of the population and that estimates would not

vary by more than 10 percent from the population value as stated.

The objectives of the study, as well as many of its results,

emphasize attention to institutions rather than students:
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"...we conducted a broad sssss extent of the Pell Grant program
as administered by proprietary schools. Our review objectives
were to determine ifs

- -ebe controls exIst for insuring compliance with
program regulations,

- -the existing controls are adequate in preventing
program abuses and assuring efficient and effective
implementation of program activities ..."

"GAO estimates that 732 of the 1165 institutions ...
(admitted students) who did not meet Department of
Education (ED) established admisson standards."

"GAO found that about 83 percent of the schools failed
to consistently enforce academic progress standards.'

"GAO estimates that of the 1165 schools in its universe,
766 schools had misrepresented themselves to varying
degrees, ..."

Insufficient Sample Size -1
Given this emphasis on institutions, the itmple size (35

institutions) is insufficient to meet the GAO statistical

reliability claims. A mint,-..o of 92 institutions would be

neceusary to meet the statcd goal. Because of this undersampling

of institutions, there can be only about 75 percent confident

that the sample represents the stated universe correctly. For

significant Federal policy that affects the education and

employment outcome for thousands of students, this is little

better than arbitrarily selected case studies. Similarly,

undersampling students within schools further reduces reliability.

Because the standard error, or indicator of the range within

vhisp the true population value is expected to fall, is inversely

related to sample size, a resulting problem with Such under-

sampling As that much less precise estimates can be made.

Ittimatea ouch as the examples quoted above may very well be off

bY 15 PerCmnt or more. While this variance may still not put

proprietary ;schools in a better light in terms of acceptance,

knowledge tthat the true population might fall within a 30114. range

0,0141 pot encourage the use of these statistics with much

confidence..
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Poorly Developed Sampling Design,

In addition to inadIguate sample size at the institution

level, the GAO sampling design was poorly developed given the

amount of information available at the time of sample selection.

Information concerning number of students participating in the

Pall Grant program was available. This should be directly

related to numbers of participants who exhibit a characteristic

of interest, such as course completion or acceptance based on

ability to benefit. However, school size or program partici-

pation size was not taken into account in the sampliag itself,

only in the development of the weight (or number of similar

students an individual student was to represent) which was

accociated with each individual student to estimate national

numbers. At no point was a total number of Pell recipients in !.r:

universe of 15 states reported, though the actual number would

have been available from the same source as the program fund de::

which was used to select the 15 states. Instead, the schools WE!:

stratified by region of the country. Additional related infor-

mation should be used when it is available in order to increast

the precision of the estimate. Stratification attains its goal

only if the resulting strata contain observations which are mori

similar within each stratum than is the population as a whole.

There is no reason to believe that region of the country should

related in any way to Pell Grant administration. It has been

shown by Raj and otheis that inappropriate stratification is wor:-

than simple random sampling because of the resulting increase

variation within stratum compared to variation b:ttween stratum.

This error can be additionally increased because of the

differential representation often found within each stratum.

Therefore, by using an inappropriate stratification scheme,

additional error is introduced rather than improvement in

estimates achieved.

In addition to failure to properly use available infor-

mation to improve estimates at th4 institution level, no ackno...

ledgement of the design effect related to selecting clusters of

utudents within an institution was shown. Nor was any apparen
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attempt made to adequately sample students in order to attain the
level of precision described. /n order to make estimates at the
institution level, and from there to the national level, students
must be adequately sampled within that institution. For the
population aS described, this would amount to about 50 percent of
the first-time Pell recipients in each school. Only the smallest
schools were sampled sufficiently. A cluster sampling approach
requires more students than would a simple random sample of
students in order to take into account the reduced precision due
to the design effect (Cochran). /n addition, when the emphasis is
on determining the number of institutions nationally which display
a given characteristic, sampling studvAs within those selected
institutions can increase the observed occurance of a specific
characteristic as result of the sampling scheme rather than be
reflective of actual frequenci, of occurance iR the universe. This
problem is further compounded with the institutional under-
sampling. Mhen the characteristic of interest $a consistent

withtn the cluster (such as selecting an all-white block in order
to determine population race or selecting a school which does not
adequately enforce academic standards), a high positive interclass
correlation exists with the result that a higher expectation for
the population would be found than actually exists (Hansen,
Hurwitz and Madow, 1953). In a school which dots not enforce
academic standards, for instance, the students are more likely to
not be meeting those standards and those which are selected will
reflect as a higher portion of the universe than is actually the
case. Undersampling within that school will also affect the

degree of estimated occurrence because the true population is not
adequately reprsented. Extremes tend to be over-emphasized in
undersampling.

A random sample of students in the universe of interest
or a larger number of institutions sampled would improve

estimates of characteristic,/ rif both students and institutions,
The GAO sampling plan is beag flawee with rear:act to estimates

of numbers of students and on many of the administrative

characteristics of interest.



534

Laa'k of Comparisons

The mis-representation which might have resulted frau these

'sampling problems cannot be determined without comparisons between

the ertimates and actual population parameters for related

characteristics for which population data is available, such as

school size, program offering or source of accreditation, or

proportion of student body participating in the Pell grant

program. No comparisons were provided. In fact, even though the

sel2ction interval was provided for different size schools, no

indication of number of schools at each size level was given.

There was no indication in the report of possible non-response

bias, that which is introduced when selected subjects refuse to

participate. Because student records were studied rather than

students themselves, there would be less chance for individual

non-response (files could still not be available for some reason).

Nowever, institutional non-response would at tbe same time produce

individual non-response if the institution refused to participate

and allow exploration of student files. Related to the problems

indicated earlier, institutional refusal would significantly bias

results depending on the characteristics of the refusing

institution.

Several institutional and student-based estimates from the

study and their standard error were presented. These standard

error ranges vary from 10 percent of the estimate (cost of Pell

funds for students not meeting standards) to over 100 percent of

the estimate (figures regarding non-tuition-reducing

scholarships). This translates into sooething like this'

situation occurs, but how often is anybody's guess'. Generally

speaking, standard errors of more than 10 percent of the estimate

indicate extremely unreliable estimates.

This study as presenttd is strictly a descriptive study of

characteristics of Pell Grant administration within the

proprietary sector. No comparisons were made to other sectors

or to program data for all institutions. While this is not

statistically incorrect, it does leave a lot of room for

misinterp:atation. natural reaction is to react to al single
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number as either good, bad, or indifferent, depending on the

knowledge and background of the responder. However, this inter

pretation may not be the same for different people. In order for

many to rationally come to a similar conclusion, comparative

information must be provided. This lack of comparative infor-- -

nation__ -
for data to be usedle the national policy arena is a

shortfall of thisstudy. While it vas not specifically mandated

that comparisons be made to other sectors, the lack of context in

which to place these institutions leaven interpretation open and

unpredictable. For instance, the determination that 66 percent of

the proprietary schools
misrepresented themselves in some aspect

of training or job placemant is a finding. The interpretation

which Is left unsaid but implied is that this is significantly

worse than occurs in other sectors. With the purpose of this

report being to influence education policy, interpretations such

as this can be expected foz all areas of contention. No

caparison is available to substantiate or refute this implied

isterpretation. Nor is them any indication of the degree of

severity of the indicated misrepresentation. It does seem

reasonably likely, however, that a number of institutions

inadvertently some aspect of this. Thus, by lack of comparison,

they are making the case seem worse than it may actually be.

Moreover, the inadequacy of the sample as shown by the provided

standard errors suggests a great deal of uncertainty as to how

often the various forms of misrepresentation may actually occur.

summary

In summary, the way in which this study vas conducted and

presented introduce such bias as to make its value questionable.

The deficiencies in design ere such that whatever population is

under investigation is as likely to be found to be either very

eood or very bad as it Xs to be truly represented. By failing to

'tovide comparative data for other sectors or populations, the

,,xttent of the mimrepresentation
is likely to be magnified.

Because of the political nature of this report and the uses to
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which the results wi23 be put, either correctly or incorrectly, it
is suggested that a comparative study be designed and carried out
which would at minimum accurately

represent proprietary'
institutions on limited characteristics of high importance and at
the same time place this sector on a continuum with similar
non-proprietary institutions as well as within the total Pell
universe of elegible institutions.
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Mr. FORD. Mr. Fogel, what is the high school dropout rate in theUnited States for 1983?
Mr. FOGEL. I don't know, Mr. Chairman. I think thatMr. FORD. If I told you it was 27 percent, would you accept that?Mr. FOGEL. Yes; I would accept that.
Mr. FORD. It is probably the most discussed criticism of publiceducation found commonly extant in every State of the Union. Thepublic cannot accept the idea that 27 percent of the 18-year-oldsare not graduating. Interestingly, in 1950, after World War II, only25 percent of the 18-year-olds in this country graduated from highschool. We can never get any credit for the difference between 25and 73 because nobody accepts any percentage of dropouts in theconcept of American education as an acceptable rate of failure. Welook at the dropout rate in the public schools as a failure of theparents, the children, and school system.
Now you said, and I wasn't here for all of your statement, some-thing to the effect that the dropout rate from postsecondary educa-tion for ability-to-benefit students was double the dropout rate forhigh school graduates?
Mr. FOGEL. Using our calculations at the proprietary schools, forability-to-benefit students the rate was 61 percent and for GED andhigh school students it was 47 percent. So, there was a difference. Ialso said that didn't mean that there weren't a lot of people thatbenefited. In our overall judgment, that was a fairly high dropoutrate. We were concerned enough and believed that it was impor-tant to report on that as an issue.
I wQuld agree with you completely, Mr. Ford, that it is a policyjudgment on your part as to whether that is an acceptable rate. Inthe context of other institutions, and we weren't asked to comparethem, you may wish to determine which is acceptable and whetheryou want to leave the program as is or change it. Our concern waswe thought if you look at this program there were some ways in
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which Education could work with the accrediting associations, the
schools and other experts to try to tighten up on the ability-to-ben-
efit criteria.

Mr. FORD. But I am interested in the emphasis you put in your
initial statement on the characteristic of an ability-to-benefit stu-
dent that predicted a high rate of probability of it being a dropout.

Mr. FOGEL. That is right.
Mr. FORD. Why would that surprise you?
Mr. FOGEL. Well, it didn't surprise us.
Mr. FORD. ISn't it safe to assume that all of the ability-to-benefit

students are already dropouts? Isn't that why they are ability-to-
b enefit students?

Mr. FOGEL. That could be a correct assumption, yes.
Mr. FORD. Now, a policy that rescues 10 percent of people who

were thought to be lost to the system would be considered humane,
wouldn't it, rather than no policy at all?

Mr. FOGEL. Yes.
Mr. FORD. Twenty percent would be better?
Mr. FOGEL. That is right.
Mr. FORD. Thirty percent is getting pretty good?
Mr. FOGEL. I think you would have
Mr. FORD. Forty percent seems wonderful. If you could find 40

percent of all of the people who fall through the cracks in the
American public school system, never make it to a high school di-
ploraa or a GED, and succeed in getting them through any course
of study, that seems to me to be a remarkable accomplishment.
And it would seem to me that there could have been some word in
your study that looked at it from a positive point of view and said,
given what you are starting with here and given what the expecta-
tions for those people is, that you are succeeding, indeed, in getting
40 percent of them back into the mainstream of life by getting
them to complete something. That something is the first thing that
they probably have completed in their life.

Mr. FOGEL. Your point is well taken.
Mr. FORD. If you looked at what we considered a success rate

with similar people in the Job Corps training programs, I think
you would find that we almost invariably said that if we get 40 per-
cent of them to a stage where they were probably looking for a job
and probably would get a job, that that was very good because we
were there dealing with a population that had no hope.

And I just am saddened to see the tenor of your response to Mr.
Simon's request, applying all the negative connotations to the num-
bers you get without evaluating what those numbers mean in the
sense of being, or having potential for being a positive indicator. I
have looked at this analysis of your report done by Alice Diamond,
and I look particularly at the dropout rate, and I would invite you
to respond to us, either now or following this hearing, to the obser-
vation she makes about the deficiency of your report in interpret-
ing your data.

Mr. FOGEL. We will be pleased to do that for the record.
Mr. FORD. She says that using your data you get a dropout rate

of 35.8 percent instead of 57 percent and that therefore you are
overstating that rate by 59 percent.

5 4 ,?
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Mr. FOGEL. I would like to make one comment, Mr. Chairman. If
you look at the Education Department regulations that were in
effect when we did our work, the criteria they had adopted was a
dropout rate of 33 percent. The point at which the rate went above
33 percent signaled that there were some concerns about how that
particular school was operating.

Mr. FORD. What do you think it is the first year at the Air Force
Academy?

Mr. FOGEL. I don't know. I am trying to come back to the criteria
they used.

Mr. FORD. But I don't know of any such criteria. Who uses that?
Mr. FOGEL. This is the Education Department's criteria. This wag

their criteria in 1981.
Mr. FORD. And there is a regulation that says that a 33 percent

dropout rate at some stage before completion indicates that a
school is in trouble.

Mr. FOGEL. It doesn't. It indicates that there is a need to look at
the operation of the school.

Mr. FORD. And does that apply to all types of postsecondary edu-
cation?

Mr. FOGEL. Yes.
Mr. FORD. Well, they better not be sticking their nose into the

Air Force Academy because we consistently run higher than that
in the first year, with the cream of the crop I might say being sent
th ere.

Yes?
Mr. CLOHAN. Mr. Chairman, if I could point out, the 33 percent

requirement, frankly, in my mind is questionable in and of itself.
And if you look at most of the dropout rates or noncompletion
rates, and this is one of the problems with talking about the drop-
out rates, completion rates, and so forth, at almost all institutions
of higher education in the United States you are going to come
upon rates higher than 33 percent. Now the question and the ques-
tion of the Department is do they apply that 33 percent standard
selectively? I mean most of the noncompletion rates that I have
seen for most colleges exceed 33 percent. In at 4-year program at
many institutions it is 40 to 45 percent. They may go to another
institution. If you start at a community college and don't complete
it, but you may go to a State university.

Mr. FORD. They may go out and work for a couple of years.
Mr. CLOHAN. They definitely may go out and work. One of the

problems, notwithstanding the 33-percent rate I think is question-
able, the way the Department of Education along with GAO calcu-
lates it I think is also questionable. They don't take into consider-
ation if you get a job. You know, what I call the positive termina-
tion. They don't take into consideration if you had child care prob-
lems or other types of problems that you can't afford to go to
school.

Mr. FORD. So when Magic Johnson signed a contract for $3 mil-
lion a year to play professional basketball--

Mr. CLOHAN. He is a dropout.
Mr. FORD [continuing]. He became a dropout as defined by the

Department?
Mr. CLOHAN. That is correct.

5 4
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Mr. FOGEL. Right.
Mr. FORD. Boy, he really needed that extra year at Michigan

State.
Mr. CLOHAN. He sure did. [Laughter.]
The only thing that is considered is if you transfer to another in-

stitution of higher education and can document that transfer. And
as I understand it, the Department does not accept documentation
that just includes a transcript, financial aid transcript, which cre-
ates an incredible administrative burden.

Mr. FORD. You also came up with a figure on how much money
was wasted. Mr. Clohan's response is that you considered all the
money wasted if somebody didn't rmish the course. We know that
people who don't finish high school frequently learn enough to go
and function in industrial jobs. At least they could in the old days,
and they still can in some. And you get punched in the nose in my
district, which has a relatively high percentage of noncollege-at-
tending heads of household, if you suggest that if you don't gradu-
ate from high school you are going to be a bum all your life. Be-
cause there are a lot of my constituents who would take great um-
brage. They consider themselves good first-class citizens.

The possession of a high school diploma while still valued as a
status symbol is not in most middle-class society considered any
more to be a bar to being a good citizen and succeeding in the
workplace and elsewhere.

But I wonder if in looking at the money that we might have
saved if the criteria was applied more directly as you interpreted
the Department to do it if you found any ways in which the De-
partment should have been anticipating and monitoring this and
does not. What could we change in the statute to head off the prob-
lem that you think you identify?

Mr. FOGEL. I don't think there are a lot of statutory changes that
need to be made. And this report did not make any direct recom-
mendations to the Congress to change the statute. I think what we
would really like to see is a more aggressive monitoring of this pro-
gram by the Education Department. But we are faced with a dilem-
ma.

Mr. FORD. You put emphasis on that in your statement, too. In
what way monitoring this?

Mr. FOGEL. I think more frequent visits to the schools to deter .
mine how they are complying with the various regulations and re
quirements. And this isn't necessarily just for proprietary schools

Mr. FORD. Well, assuming for the moment that the Office of Edu
cation regulations are relevant, and let's a55ume that for the pur
pose of examining it. Just how much do you want somebody fron
the Department of Education to see when they go to a college oi
university or proprietary schools? What is it that they would haw
the wit and the will to interpret that they would see by physicallz,
visiting?

Mr. FOGEL. I think our concern is primarily the frequency witl
which they make the visits, not that when they do them they don'
necessarily do an adequate job. I mean, they have got to have regu
lations to apply against. Our concern is that when in some case
they went to schools, they wouldn't return for 21/2, or 3 years h
some cases, and it was up to the schools to take corrective action
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We don't realistically think that the Education Department canbe totally relied upon to do all this. I don't think we want to have abunch of Education Department auditors, GAO, or OIG auditorsvisit every school in the country. That is really not very productive.What we are saying is that we think they could increase their fre-quency some and also work more closely with the accounting pro-fession. The schools have to be audited every 2 years, and that is arequirement that we think is a good one. There are things thatcould be done through those types of audits to ensure compliancewith more of the financial requirements. In that case, some of theaccounting firms haven't been doing their job as adequately as theyshould, given the regulations that the AICPA and the EducationDepartment use. One of the things we think that can be done, andthis doesn't involve a statutory change as Education is now doingit, is for Education to work with the IG and the accounting profes-sion to get them to enhance the quality of their audits.
Mr. FORD. But I am a little concerned with the language of yoursummary of your report. Most of it subjective and suggesting policyinadequacies, that suggest a different role for the Department ofEducation than I have ever visualized them having. Indeed, the De-partment itself recommended in 1980 that it get entirely out of theaccrediting business. The accrediting agencies in the country, suchas the ones that are represented here, kicked up a big howl aboutthat and said everybody will be doing their own accreditation andthere won't be any responsibility, and so on.

The Department does not itself accredit institutions, it accreditsgroups to accredit types of institutions generally by type and insome cases by area. I don't think that there has ever been a policyinitiativeI guess I can't say that since we got the amendment onsecular humanismthat tries to tell schools what the quality oftheir education ought to be, how to measure quality, how to meas
i

-ure their product, how to do it. And implicit n the way in whichyour report is framed is the suggestion that you examine a clusterof schools that are not indeed providing a quality program becausethey are not following Department regulations. And I don't knowof Department regulations that do or could reach those concerns.Mr. FOGEL. The regulations we were looking at related to theschools in terms of their ability to provid6 funds to students undertitle IV. We did not make any recommendation to the EducationDepartment to get into the business of specifically judging thequality of the education or the specific progress of students at insti-tutions. What we have said is that we wanted the Secretary of Edu-cation to explore the feasibility of developing criteria which wouldprovide schools a better indication that such students have a rea-sonable likelihood to complete training. We assumed that whatwould be done in the context of any regulation-setting processwould be to have the various educational institutions working withthe accrediting associations. We did not mean to imply that Educa-tion would go further than the traditional role it has.
Mr. FORD. Mr. Coleman.
Mr. COLEMAN. Thank you, Mr. Chairman. Thank you for havingthis panel of witnesses that I had requested earlier in the hearings.I ask,...d for this because the GAO report addressing proprietaryschools participation in the Pell program. It is certainly a damning
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piece of information. I feel that it was only fair that we know more
about the report, how it was developed and the information was
gathered, and also to give the institutions who have been criticized
a chance to respond. Mr. Clohan has done a very admirable job in
makingresponding to the allegations in the report, citing section
by section what he feels is perhaps, misemphasis or misstatement
of fact in the report.

I would like to ask Ms. Diamond some questions because her re-
search is the basis of Mr. Clohan's remarks. But before I do, Mr.
Fogel, I want to make sure I understand the chart on page 10 of
your report which shows the dropout rates between so-called quali-
fied and so-called unqualified students.

Mr. FOGEL. That is right.
Mr. COLEMAN. And the paragraph that precedes that. Would you

explain exactly what that chart is
Mr. FOGEL. Qualified students included both the ability-to-benefit

group and e, :3. students with a high school diploma or GED. There
was a certain number of students that were admitted by these
schools that met none of those criteria. In other words, we found in
our analysis that they were admitted without any assessment of
whether they had an ability to benefit, let alone whether they had
any high school diploma or a GED. Those are the groups of stu-
dents that we classified as unqualified.

We certainly could have made the case, and we did not point this
out in the report. Even for those students that made it through and
were even in a lower category than the ability-to-benefit Students,
could be 'viewed in a positive vein. We tended to view it in a nega-
tive vein.

Mr. COLEMAN. Well, that is why I was asking the question. It
looks to me, and please correct me, that the unqualified students
had 38 percent. Is that the dropout rate?

Mr. FOGEL. Yes.
Mr. COLEMAN. Or 38 percent attended one term or less.
Mr. FOGEL. That is right; attended one term or less. And the re-

mainder attended more than one term.
Mr. COLEMAN. But compared to the so-called qualified :yop,71i, the

qualified people attended one term or less in a greater pew4''
Mr. FOGEL. That right.
Mr. COLEMAN. SO that really couldn't be a negative.
Mr. FOGEL. That is right. If you turn to page 8, you can look at

the chart there. That shows the percentage dropout rate. Those
were actually the numbers on page 10.

Mr. COLEMAN. But 62 percent of the unqualified went on for
more than one term?

Mr. FOGEL. That is right.
Mr. COLEMAN. But only 51 percent of the qualified went on for

more than one term?
Mr. FOGEL. That is right.
Mr. COLEMAN. I still fail to see how that can be interpreted as

nothing but positiveI mean, from reading this chart it looks like
the unqualified people here are doing better than the qualified
people.

Mr. FOGEL. Well, no. If you look on page 8, the unqualified stu-
dents, and you would expect this, dropped out at a much higher

51-973 0 - 86 - 18
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rate. I think the point that we are trying to make is that if you
look at this in total we believe that it showed that there was a
problemhigh dropout rate.

We thought that percentage rate showed that there was a prob-
lem that warranted addressing by the Education Department, the
accrediting associations, and the schools. And what I would com-
ment on is that indeed some action has been taken to try to tighten
that up. Not just by the Education Department. The Accrediting
Association has taken some actions, which I believe are very posi-
tive, to try to get the schools to focus a little bit more on the extent
to which the students coming into these programs have a higher
probability of getting all the way through.

Mr. COLEMAN. Mr. Clohan, Ms. Diamond, whoever wants to re-
spond, I am going to cite some of the same things GAO aid. Would
you have comment on them.

Schools allow students to retake entrance exams until they have
received a passing score? Did you look into this phenomenon? GAO
cites 10 percent of the schools allowing this. Is this something that
you can confirm?

Ms. DIAMOND. I didn't try to go back to summary statistics be-
cause the time didn't allow it. I did find some schools that allowed
students to retake exams. In those that I locked at it was always
students who had scored maybe 1 below or maybe even 2 below the
normal test score.

It was interesting to note that many times the schools had done
research on whether those students ultimately had a higher drop-
out rate than the other students and found that that was not the
case. That those students succeeded at the same rate, if not better
rate, thgn other schools.

I thiiik we have to realize in the retaking tests that there are a
lot of people who really freeze up on tests, and I think a lot of our
students who might be ability-to-benefit students are in that cate-
gory. They have obviously had failure in another part of the educa-
tion system and they approach that test and they freeze up and
they fail it initially. I think it is reasonable to allow students to
retake tests, and I think that in traditional higher education a lot
of students retake SAT tests. Probably the majority. I didn't.

Mr. COLEMAN. You can take thOf as many times as you want.
Ms. DIAMOND. In the SAT test,
Mr. FORD. Nobody takes the ?.f;ss than twice because you

can take your highest score.
MS. DIAMOND. Right. Sure.
Mr. FORD. What about the comments here that they say that

there are some students who couldn't benefit from their training
because they would need a GED or a certain graduation certificate
in order to hold a license or to practice a particular trade in par-
ticular State? Is that a valid criticism?

Ms. DIAMOND. Again I know from experience in working with
schools that there, are a lot of schools that accept students into
their prograrOk isf,;:d can demonstrate that 90 or an even higher per-
centage of OK :9,n67.,nts merely by being back into education and
back into the ,!.earning environment, taking English, taking other
kind of courses it, in effect, prepare them for taking the GED
find that after a student is in their/school for 3 months the student
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wili actually go take that GED exam, they have a very high success
rate at passing it. So in many ways I think that again it may be a
requirement for graduation or for licensure but to make it a re-
quirement for entrance is not necessarily valid.

Mr. COLEMAN. Mr. Fogel, did you look at any examples of revers-
ing the situation for instance getting your proprietary training and
then getting your high school degree or equivalent? Is that some-
thing that is feasible? Did you look into that?

Mr. FOGEL. We didn't look into that. I would certainly assume
that it could be feasible.

Mr. COLEMAN. Ms. Diamond, you indicated that on the ineligible
student issue that you looked at a couple of actual files, did you
not?

MS. DIAMOND. Yes, I did.
Mr. COLEMAN. Would you explain to the committee what proce-

dure you used and how you differ in your conclusions from the
GAO on actually looking at certain files, and give us an idea of
what kind of deficiencies you find in the GAO report and the classi-
fications of these institutions being out of compliance?

Ms. DIAMOND. Well, for example, of the examples cited on page
11 of their report, they indicated that one school admitted Pell
grant recipients into very short courses, which of course would not
have been eligible for Pell, and they very strongly implied, in fact,
said that students received certain amount of Pell awards and GSL
funds on that basis.

When I actually koked at the students involved, these students
had actually enrolled in 9 month courses, in longer courses, and
had received their Pell grant when they were enrolled in fully eli-
gible courses. Now, these two students had ultimately dropped, did
not come back to school for three months. At the point in time
they came back to school they were in ineligible courses; yet, when
they received the Pell grant funds they clearly were eligible stu-
dents.

Another case, the GAO had completely disallowed the eligibility
of a program because it included remedial work which the school
had labeled as GED training. Well, the information was available
in the school catalog showing that only 100 hours of it was remedi-
ation, therefore the course was eligible. The student just should not
have been compensated for 700 hours, but rather for 600 hours.
Figures like that overstate liability by 700 percent and I think con-
tribute toward an overstatement of the true problem that we really
see.

Mr. COLEMAN. Well, the analysis, then, I believe in your examplE
that if one student out of a student body was found to be ineligiblE
and therefore, the institution was out of compliance does the insti .
tution then be considered 100 percent out of compliance.

Ms. DIAMOND. Of that school, right.
Mr. COLEMAN. Of that school. And that if every school had onE

such person, then we would have 100 percent of noncompliance.
Ms. DIAMOND. For example, on the ability-to-benefit area, if E

school had one student who, for example, maybe cr.-en misfiling
that they didn't have the high school diploma and the high schoo
diploma was their evidence of ability to benefit, that school wa
considered out of compliance and therefore that school became ex
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trapolated to 34 schools in their ultimate sample. So it was an all-or-nothing measure of compliance, rather than what percent the
school had violated.

In other words, the school clearly was using an ability-to-benefit
measure but had erred in one student, that school was lum?-ed inthat area.

Mr. COLEMAN. Mr. Fogel, would you respond? Is that your under-
standing of how this was done?

Mr. FOGEL. Yes; we didn't do this audit to look at whether
schools were specifically out of compliance and ought to return orhave money refunded to the Federal Government. That was not the
purpose of the audit. That is the type of audit that the EducationDepartment does.

We cited examples to illustrate the problems that occurred. Andwhen we say, for example, schools did not always adhere to re-
quirements for training program eligibility, this also meant that
sometimes they did adhere. We tried to use examples to illustrate.

Mr. COLEMAN. What page are you on?
Mr. FOGEL. The example that you were just talking about is on

page 11.
Nowhere do we categorize a particular school as either totally in

or totally out of compliance. That was not the purpose of our work.
A compliance audit that auditors from the Education Department
or the State might do would be expected to make this detrmina-tion.

Mr. CLOHAN. Mr. Coleman, if I may. I guess I just asked the ques-
tion then, you know, in stating, for example, in the executive sum-
mary that '732 of 1,165 schools in the universe admitted studentswho did not meet Department standards. Somehow there was an
aggregation of institutions, and the question is how each one of
those 732, how were they included? Was it the finding that 1, 2, 5,
10, 50 student awards were misapplied or whatever?

Mr. COLEMAN. What was your minimum basis for including aschool in that group?
Mr. FOGEL. I think if we found an error, we would have included

it. Compliance to me implies something very specific in audit lan-
guage, and we did not do that. But you are right. If we found thatthere was a problem, we would have included the school in the
number.

Mr. COLEMAN. Concerning satisfactory progress; did you fail to
take into consideration in the report at what point the student
ceased making satisfactory progress and the funds received by that
student before and after that point? Is that a valid criticism of your
report? If not, why isn't it?

Mr. FOGEL. Yes; we tried to show the cost for those students. We
didn't try to total them up.

Mr. CLOHAN, Mr. Coleman, I am sorry. The bottom of page 9, the
last paragraph, again the number of students who dropped out
were aggregated and a dollar assessment of $86 million was estab-
lished. I am not sureas I read that, it does provide--

Mr. FOGEL. We looked at the total amount of aid that those stu-
dents h-?.c1 received. That is right.
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I guess I am having a little trouble understanding. The academic
progress issue is discussed on pages 12 and 13, however, we don't
have any aggregate dollar amounts on that.

Ms. DIAMOND. Yes; I believe on page 12 you quote $37 million
sorry$E8 million in Federal assistance of which 37 million was
Pell grant funds to students who ultimately eventually did not
make satisfactory progress.

Mr. FOGEL. That were not complying. That is just how much
money they received. That is right.

Ms. DIAMOND. Right. And I think some people perceived that as a
dollar wasted or dollars that the school should not have provided
them, whereas, in fact, a lot of those dollars were received while
they were still making satisfactory progress.

Mr. FOGEL. We didn't say that. All we said was they received
that much money.

Mr. COLEMAN. On page 15 you say that lack of enforcement al-
lowed 27,100 students to remain in school and continue to receive
Federal funds when they are not making satisfactory academic
progress. Where did you get the 27,100 figure?

Mr. FOGEL. That is a projection from the sample.
Mr. CoumAN. And that would have included this questionable

part of how youat what point you measured that?
Mr. FOGEL. Right
Mr. COLEMAN. So you don't figure a dollar figure there, youjust
Mr. FOGEL. That is right. What we said is half of these students

eventually graduated. They were able to get some benefit from it.
Mr. COLEMAN. Bear with me. I am juggling three large docu-

ments here.
'Pause.]
Mr. COLEMAN. I have been advised that the University of Missou-

ri had a dropout rate in its first year of 47 percent, so we must be
in violation of something I guess. [Laughter.]

Well, I found it interesting, Ms. Diamond, that some of the
schools that you went back to talk to after they had been audited
were shocked, dismayed, and surprised that the information that
came out of their institutions wound up going through a process
and came out in very critical, even they were given th,e impression
that things were positive when they were being atzditd. Now this
could be a tack that auditors take, I don't know. But at least in one
case, the auditors enrolled a child of their own in one of these insti-
tutions, or a relative. Is that possible?

Mr. FOGEL. We really tried. She said a grandson, and we are sure
try!ng to find that auditor was.

Mr. .4 bet you are. [Laughter.]
Mr. Foc. only auditor we found that had a grandchild, the

grandchild was 4 years old. So, we really don't think that that
child was enrolled in any 42:f these schools.

Now, there may be some tha have torne grandchildre n. we don't
know about.

Mr. COLEMAN. Gifted and talented pem:teis.
MS. DIAMOND. If I may make a comment. I also in looking ,at the

work papers of the auditors themselves found a lot of very favor-
able comments in the audit work papers. For example, faying
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things such as we had a very brief exit interview because we con-
sidered there were only a few things worthy of discussing since the
school, in fact, was operating in compliance. We found that the re-
gional summaries of the audits were, in fact, very positive, the two
that I got the chance to look at, saying things such as all of the
schools in that region were in compliance on satisfactory progress,
et c&rtra. And one of the things we found really rather disturbing
was ti fact that both at a school level when we had telephone
interviews as well as the audit work papers came back very favor-
ably, whereas when the aggregate report got out it had a very neg-
ative tone.

And I think one of the recommendations that we would like to
make is to have GAO do a much more thorough exit interview with
schools prior to leaving the schools. Because having the Depart-
ment of Educat;on respond to an audit like this is as difficult a
task as for me to take a look at it without actually going to the
audit files. Because unless you know what the real facts of the situ-
ation are, you just can't respond because on the face of it it looks
like there are some pretty awful things happening.

Mr. FOGEL Let me comment on that. I think that there are a lot
of real facts in here, and we should not lose sight of that by any
means. And there were problems that we found in these schools.
That doesn't mean all the schools were bad or indeed that some of
the schools weren't doing a good job. Some of our staff may have,
very correctly so, told them that there were things that they were
doing that were fine.

The way the analytical work is done on a job like this is, and it is
a very expensive and time-consuming effort for us, that we send
teams out from around the country to do the work. They really
don't do the analysis, they gather the data. The data is brought
into one place, as in this case, and then the analysis is done and
the report is put together. A lot of the staff that may have been
giving specifics to the individual schools were not in a position to
look in total at what the picture was. And that is why we do sam-
pling and we try to make projections.

But I do think that it is quite appropriate for us to try to have,
and indeed we do try to have, closeouts everywhere. But I don't
think we can dismiss the fundamental findings of the report that
there were problems out there. That doesn't mean there weren't
good things. But there is some problems that indeed the accrediting
associations are trying to tighten up on and the Education Depart-
ment is trying to work on. That is what we tried to achieve with
the report and I think we have been able to do that.

Mr. COLEMAN. Mr. Henderson, wouldn't it be easier for every-
body if you just had a standard test that you could have all of your
accredited institutions give to their prospective students. So that
students would have to have a certain minimum score, and that
way they are protected and you are protected?

Mr. HENDEKON. I guess that would be easier.
Mr. COLEMAN. Why don't you do that?
Mr. HENDERSON. With all of the bias there is about tests and

which tests measured what and what the needs of institution
what the needs of a test, what the measurement of that te3t should
be would vary depending on what type of progr'w.. the student was
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going into. So, I don't think you could develop one standard teM
that would measure what each institution *oUld need to mew:41m
in helping them decide whether that student should be admitted to
the program.

Mr. COLEMAN. Well, we live in an imperfect world, though, and
this is part of the imperfection. We have a standard law school en-
trance exam, as Bill mentioned. We have SAT's. We have a lot of
standard exams everybody takes through their whole academic
career. And they may not be perfect, but we use them. I know
there have been studies that say that perhaps they have been
couched in language that might be difficult for some groups to re-
spond to, et ceterathat is a concern. I don't know why it is so dif-
ficult for this area not to be able to formulate something that is
objective.

Mr. HENDERSON. Congressman Coleman, I have been in postsec-
ondary education for about 25 years now and used to be a universi-
ty admissions officer. There is just a variety of tests cut there, and
I am not sure that it would even be sound educationally to develop
a national test that everyone must pass before they can proceed
further for their postsecondary education. I just think there are
some philosophical problems with that type of approach where cer-
tainly it seems the easy thing to do. But I am no. sure that the
educational community would feel like that is a good thing philo-
sophically to do.

Mr. COLEMAN. Well, we have test-F. for cosmetology schools here,
and these schools feel that this is an appropriate examination.

Mr. FORD. If the gentleman would yield. I think that what is
being overlooked in this discussion is that none of the schools that
you talked about that use a test use a test as the exclusive measure
of whether or not they would admit a student.

Mr. COLEMAN. But it provides prima facie evidence or at least
something to show that a student can handle a certain test of
studywe need some criteria.

Mr. FORD. No; it is one of several factors taken into account.
Mr. COLEMAN. That is right. But some of them don't have tests at

all, and I believe it makes it more difficult to evaluate.
Mr. FORD. To get into law school, and I ha ve intervened for a

number of people with law schools, there is a theoretical minimum
level they will accept an LSAT. However, if they look at a good
transcript with the right kind of courses from undergraduate
school, they will attach more weight to that than the failure of the
student to score well on the LSAT, which is a specialized test just
for law students.

Mr. Donaway, who described this test that all of his cosmetology
schools use, 6;nd it is pretty comprehensive, responded to me that
this was taken and then in addition it was weighed against inter-
views with the people, and an assessment of that person's personal-
ity and other characteristics that would lead an experienced cosme-
tologist to predict that they probably would stick around and finish
and could do the work. So, that virtually every place that entrance
tests are used they are one of several factors, even at the acade-
mies. As you know, when you and I send our nomination,- the
academy, we give them the SAT scores that these kids have, we
give them the transcripts and so on, and then they want to know if
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they played football, if they were Boy Scouts, if they were student
body leaders and a whole lot of other things which seem in many
instances to have a lot of infb-le-ace on them, So, I don't think any-
body uses a test as a ma1ce-it-:,reak-it

Mr. COLEMAN. I believ4. they should have a test. And the
fact that some people d.F1'1, i,t,use.:. a test is the point I was making.

Ms. DIAMOND. Could L asa just comment ve:'y briefly on that? I
think that there is prObaVy a lot more homogeneity in lawyers
than there is in the kind of courses that we are talking about in
these schools. There is a tremendous amount of different kinds of
schools that would have to be measured. For example, everything
fromprobably welding requires a lot different, it requires some
manual dexterity, et cetera, whereas computer programming, an-
other course which is very common in the private career schools,
requires analytical schools. So, really, even though we are in an
imperfect world, I think that to try to have a test for private career
schools would be unworkable.

You can identify the kinds
Mr. COLEMAN. Some tests. Not a test. A test so that there is some

evidence.
Ms. DIAMOND. Well, you mean in terms of certain preapproved

tests. So, it may be 30 different preapproved tests.
Mr. COLEMAN. Fine. I don't think that a lawyer needs to know

what a welder does or vice versa.
Ms. DIAMOND. SO, you are essentially recommending that maybe

the accrediting commissions would review something.
Mr. COLEMAN. My suggestion to Mr. Henderson was that it would

be good for these accrediting agencies to clear up some of the CCM-
cerns by having some objective criteria based upon an examination
as at least some measure to student ability to benefit for an educa-
tion. It seems to me that it that would be helpful to those schoolswho are having some problems in this area.

I am not saying that it should be the tool of criteria. I didn't say
there should be a national test, or any of these other things. But I
believe the requirements of an exam would be helpful for all of us
as a part of the overall evaluation. It is a protective device if noth-
ing else, because you know we are going to have to write something
in the law or the regulations. We are going to have to prescribe
something, and it seems to me that none of this is a good answer to
the problem that we are trying to address ourselves to.

Mr. HENDERSON. Congressman Coleman, I am sorry for misun-
derstanding. I was taking _your term as "a test' rather than
"tests." But we have, A1CS, recently in the new criteria that
became effective July 1, we say for students admitted under the
ability-to-benefit provision that a studentsuch ability-to-benefit
determination shall include as a minimum the administration of a
validated test and academic and career advising.

Mr. COLEMAN. Well, then you have already done w hat I said.
Mr. HENDERSON. We have already addressed that issue.
Mr. COLEMAN. And as I said to others, is that I think that the

accrediting agencies really have to do more in this area and I hope
that you recognize the responsibility that you have.

MT. HENDERSON. We do.
Mr. COLEMAN. Thank you very much, Mr. Chairman.
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Mr- FORD. Thank you.
We will be very actively trying to put these things together in

September, early in September. Do you think between now and
then you could appear to be the 10 or 12 most serious criticisms of
your study?

Mr. FOGEL. Yes, Mr. Chairman.
[The information follows:]
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UNIODOSTATESGENERAILACCOUNONG OFFICE

WASHINGTON, D.C. 20548

December 12, 1985

The Honorable William O. Ford, Chairman
Subcommittee on Postsecondary Education
Committee on Education and Labor
House of Representatives

Dear Mr. Chairman:

On August 1, 1985, we testified before your Subcommittee on
our report entitled, "Many Proprietary Schools Do Not Comply
With Department of Education's Pell Grant Program Requirements.°
We participated in a panel which included representatives of the
major associations which accredit proprietary schools. wit
nesses for the proprietary schools presented testimony which
disagreed with our recommendations and questioned the
methodological soundness of our ,Wk. Some of the criticisms
were that our sampling methodology was flawe, that car analysis
used subjective value judgements, act that certain calculations
we made were either incorrect or did not follow established
Department of Education gsoceduvee.

The proprietary school teprentatives based much of their
testimony on analysis prepared Z1. cocsultvite hired by the
Association of Independent Collevds and Schoola (hICS), the
National Association of Trade and Technical S7hOols, and the
National Accrediting Commission of Cosmetology Arm and
Sciences. To facilitate their crii'aquC we made ;..',4r supporting
working papers available to one of these consultants who spent
two days in our offices reviewing them. The consultant prepared
a paper analyzing both our report ana our working papers. We
did not have an opportunity to study this analysis prior to the
hearing, and were therefore, unable to respond in detail in our
testimony to either the criticisms contained in that paper or
questions raise:: by members of the Subcommittee relative to
these criticisms,

At that time we offered to respond in writing to any
questions N.1::..11 the Subcommittee might have. Your office
subsequently provided a list of nine questions which we believe
represent the most serious criticisms made by witnesses at the
hearing. Senior GAO officials have carefully reviewed these
questions, as well as other criticisms made of our report at the
hearing, and in the written report prepared by the accrediting
association's consultant.
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Generally, we disagree with both the accrediting
associations' testimony and the consultant's report, which among
other things asserted that our report should not be used in
making policy decisions. Upon reexamining our workpapers, we did
note some errors, but these were neither material to our reported
findings nor did they give us reason to change our conclusions or
recomme4.dations. Our detailed rebuttal of the major criticisms
outlinwd 4n your questions is provided in the enclosure to this

One of the major criticisms of our study was that the
sampling methodology was flawed in that the sample contained too
few schools. As / noted at the hearing, we recognize that with
a more extensive sampling of schools we could have reduced the
level of uncertainty regarding the estimates of the rates at
which the problems we identified were occurring. However, the
magnitude of the problems we found were so significant that
increasing the work done to reduce the statistical uncertainties,
which would have greatly increased the cost of an already labor
intensive study, would not have changed our findings. Overall we
believe the methodology we employed was statistically sound and
provided an adequate basis for our conclusions.

Other criticisms stemmed not from the report, but rather
the consultant's review of our wDrkpapers, and centered on
questions of the accuracy and adequacy of information in these
workpapers and calculations we made in reaching our conclusions.
For example, she questioned whether we correctly followed the
Department of Education's procedures for computing factors such as
school dropout rates and placement rates. However, the consultant
took issue with information which, although included in our
workpapers, was not used in developing or supporting our find-
ings. For example, we collected information describing question-
able, but apparently legal recruiting practices. We did not,
however, use this information in the report. This could occur
because it is common for researchers to gather more information
than is subsequently used in a final report. As regards our
computation of dropout rates, we used two separate measures which
we believe accurately describe the situation in proprietary
schools. Our placement rates were carefully calculated using the

federal guidelines and our analysis verified the correctness of
these calculations.

In other instances, the consultant's basis for taking issue
with factual information in our raport was incorrect. For
example, in the illustrations we provided on misleading claims
made by schools regarding placement rates of graduates, we includ-

ed an opinion by one school's placement director citing the lack
of placement opportunities in the local area. The consultant said
this opinion was not hard evidence and that we should have examin-
ed the school's placement statistics rather than relying solely on
this individual's statement. In fact our workpapers clearly
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showed that not only hsd we examined the schools placement
records, but that we had also spoken with both students and
employers. More importantly, the placement director's statement
was an illustration, not the basis-for the finding that the
school made misleading claims. That finding was reached in
every case using disparities between schools' promotional
literature and their actual placement rates.

The consultant did find some mistakes in our calculations,
but these did not prove to be significant and after re-analysis
did not alter our conClusionc. Por example, the amount of error
made in calculating a student grant award which we repotted for
one school was overstated by $120 due to a mistake we made when
transferring data from one workpaper to another. This calcula-
tion did not affect the basic conclusion, however, because the
school had also computed other student awards erroneously and
this was only one of many schools for which we found errors in
grant calculations.

Thus after carefully reviewing the criticisms of our
report, we still believe the problems which we identified
deserve corrective action--namely that:

--many schools often do not adhere to their own admission
standards and therefore admit unqualified students who
tend to drop out at a higher rate than qualified
students;

--the 'ability to benefit criteria' being used often allows
students to receive Pell Grants who have little
likelihood of completing the training;

--many schools allow students to remain in school who do
not meet academic progress standards;

--schools often misrepresent themselves to prospective
students; and

--some schools make frequent errors in administering
federal financial aid.

We are sending copies of this letter to Congressman E.
Thomas Coleman; other interested congressional committees and
members; the Secretary of education; the Association of
Independent Colleges and Schools; the National Association of
Technical and Trade Schools; and the National Accrediting
Commission of Cosmetology Arts and.Sciences.

Thank .you for affording us the opportunity to respond for
the record to the criticisms of our report. We would be pleased
to meet with you to discuss these issues further if you believe
it would be useful.

Enclosure

557

Sincerely yours,

Richard L. Fogel
Director
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ENCLOSURE ENCLOSURE

RESPONSE TO SUBCOMMITTEE QUESTIONS ON GAO REPORT: MANY

PROPRIETARY SCHOOLS DO NOT COMPLY WITH DEPARTMENT OP

EDUCATION'S PELL GRANT PROGRAM REQUIREMENTS

CRITIQUE: The sampling methodology is flawed by insufficient

sample size, inappropriate sample design, lack of

consideration to effects of sampling design and lack

of a comparison group.

GAO REBUTTAL:

Our sampling methodology was not flawed. While a different

sampling methodology would have produced more precise results,

the findings would not have changed materially and we would draw

the same conclusions. The magnitude of the problems 1.1.' found

at the schools we studied were so significant that doui....ing our

effort to reduce the sampling error would not have changed the

significance of our findings.

The critique also states that our sample size was insuffi-

cient to sustain our estimate that statistical sampling errors

were in the range of plus or minus 10 percent at the 95 percent

confidence level. This estimate of reliability pertained to our

estimates on the aggregate student universe, not for schools or

for disaggregated data. The actual sampling error for each of

the major estimates used in the report was included in appendix

I to the report. In many cases the error exceeded plus or minus

10 percent. However, the level of sampling error appropriate to

reaching a given conclusion depends on the phenomenon being

studied and the strength of the phenomenon. We were attempting

to find out if certain serious problems existed and their

general magnitude, which requires less accuracy than attempting
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to make more precise estimates of the size of a problem or

determine whether a problem exceeded a specific threshold. If,

for example, we estimated that a serious problem occurred 60

percent or 70 percent of the time, but due to uncertainty we

knew that its actual rate of occurrence could be as low as 40

percent or 50 percent, we would still conclude that something

should be done to alleviate the problem. Cutting the sampling

error in half to reach an arbitrary measure of uncertainty (and

greatly increasing the audit work necessary to do so) would

still demonstrate the same problems. It would have made our

estimates of their rates of occurrence somewhat more precise and

would have cost a great deal more to achieve that greater

precision.

Another criticism was that we did not consider the effects

of sampling design on making estimates at the school level.

However, our study was not designed to develop estimates for

individual schools and we did not make estimates for individual

schools. When data for individual schools is cited, it is used

only to illustrate the nature of problems we found.

The critique also asserts that our study is flawed because

it did not show whether the problems we identified at propriet-

ary schools were also problems at other types of schools, such

as public institutions. Proprietary schooll were the only

schools included in our review because the request for our

review did not include these other types of schools. However,

even if other tyPes of schools also fail to comply with program

requirements, it would not make the problems at proprietary

schools any less severe or of any less concern to others.
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-tMITIQUE: GAO used highly subjective value judgments in

deciding whether schools had misrepresented

themselves.

GAO REBUTTAL

In concluding that we used value judgments in deciding on

misrepresentation, the consultant hired by the accrediting agen-

cies cited some data from our workpapers which we did not use in

support of our findings and also described some of the examples

used in our report as inappropriate illustrations of misrepre-

sentation.

The reported findings on misrepresentation are based on

the occurrence of practices which are prohibited by both the

Department of Education's regulations on misrepresentation, and

the policies of the individual accrediting agencies. These

requirements prohibit schools from misrepresenting the nature of

their educational programs, their financial charges, or the

employability of graduates. Prohibited practices include false,

erroneous, or ml^leading statements to an enrolled student or to

prospective students; promotional advertising that leaves a

false, misleading, or exaggerated impression; and offers of

scholarships that do not represent bona fide reductions in tui-

tion. Using these criteria we found that over half of the 35

sample schools misrepresented themselves to varying degrees.

The evidence the consultant cited to show that we used sub-

*jective judgment io supporting our findings of misrepresentation

was information in our workpapers describing questionabie prac-

tices which did nz:t clearly violate program requirements. The

practices documented in our workpapeza described telephone can-

vassing of low-income neighborhoods as a means of recruiting

students, cothmissioned recruiters, and scholarships to attract
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new students. However, because it was not clear that these

practices were explicitly excluded by program regulations, we
neither cited these examples in the report, nor counted these

instances in the aggregate statistics supporting our findings.

We gathered information on how the schools represented

themselves to students because these practices were of the type

that could be abused and had been among the concerns that

Prompted the original congressional request for this study. For

example, one congressman provided us information alleging that

one school, under the guise of a work-study program, ran a

telephone canvesing operation manned by Pell Grant students in

its boiler-room. The school had students call phone numbers in

poor neighborhoods offering an education paid for by federal

grants. Another congressman gave us information alleging that

recruiters were being paid $25 a person to recruit busloads of

unemployed minority youth from Washington, D.C., to enroll in a
South Carolina college. Upon their arrival, the students

learned that the schocl had neither adequate facilities nor

adequate faculty.

In criticizing cur evaluation judgements the consultant

also raised an issue regarding the thoroughness of the audit
work. She noted that a school was mentioned in our workpapers

as having failed to maintain'files on students wha had been

rejected, and for having an incomplete accrediting report. She
reported that the files in question were actually available and

that the accrediting report was complete. We did not verify

that these records exist, because we did not use this informa-

tion in our report or in support of our findings.

The consultatt also questioned examples used in the report

in support of our findings on misrepresentation. One school

told prospective students its job placement rate was 90 percent,
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15 percent of which represented students who transferred to 4-

year colleges rather than being placed in a job. Our report

further stated that in our sample of 42 students at that school,

20 students dropped out. Of the remaining 22 students, 16

graduated and 9 of those got a job--5 in their field of train-

ing. The consultant's critque states that the school j.iscloses

its placement race on its bulletin board and includes the fact

that students who transfer are included in this rate. T:is

Implies that this information would therefore come to ths atten-

tion of the prospective students. There is no guarantee that

this would happen. More importantly, because only 5 of the 16

graduates (or 31 percent) found jobs in their field of training,

we believe that the school's use of the 90 percent rate was

misleading.

Another example in the report which the consultant ques-

tioned was a fashion design school which implied that good job

opportunities existed an the local area by stating in its cata-

log that the area ranked high among states as an apparel pro-

ddcer. However, the school placement director told us that

design gnaduates may have to relocate, settle for a job not

fully using the skills for which they were trained, or become

self-employed if they wish to get a training-related job because

few employment opportunities existed in the local area. The

consultant questioned our reliance on the placement director's

statement without researching her motives, and implied that we

had not reviewed the school's placement statistics. She did

not, however, note that an earlier report (which was also

included in our workpaper0 by the National Association of Trade

and Technical Schools (NATTS) found simi/ar problems.

We did not rely solely on the statements of the placement

director. We also talked with students and employers. Three of

the eight sample students we interviewed told us school offi-
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cials misled them about training and placement. For example,
one said she was about the 'high paying' jobs she could get

after graduation, but she did not believe she was well trained

for these jobs. Another student said that very few graduates

got jo'es, and those that did were not working in their field of

traiu0g. All six of the employers of graduates we spoke with

expressed some reservations about the quality of training.

'Three employers said the students were poorly qualified in sew-

ing and the production of clothes, and four said they would not

hire graduates in the future.

In addition, we noted that during an earlier visit to ele

school NATTS found that 'the training seemed more oriented

toward 'home economics' than commercial and mass production.

Instruction appeared to need updating to needs of industry, as

did tools and equipment.' The accrediting agency further found

that "sewing equipment is the type commonly used for hose sew-

ing, while the pressing equipment is minimal,' and that there

seemed to be "insufficient time alloted to sewing and tailoring

courses to have the student become proficient in specific gar-

ment-type construction." Moreover, NATTS also found that the

school's use of the word "extensive" in its catalog to describe

career opportunities appeared to be "overselling," and the "rags

to riches" theme of some newspaper advertisements might also be

overdone, particularly in view of the salaries that graduates

can earn. The accrediting agency said several graduates it

talked to expressed disappointment in the lack of job availabi-

lity after graduation and the fact that they were still waiting

for employment.

Also, contrary to the consultant's characterization we did

examine the school's placement statistics. School records

showed that the 13 ::ashicn design graduates in 1980 and 1981 got

jobs. This included five graduates who were employed by the
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school or were self-employed. Discussions with employers of

several of the remaining eight graduates and of graduates prior

to 1980 indicated the jobs or level of performance were below

that expected for a fashion design graduate. For example, the

employer of one graduate characterized the student's training as

"poor° and stated he would not hire the school's graduates ia

the future because there are too many qualified in the fiele. who

need jobs and the 2-year design program at this scho,70 is not

enough to learn the art. The employer of another gradt.,te said

the student was given alteration work for but performed

poorly and had to be given sewing work tt-, the level

of her training.

CRITIQUE: GAO found that job placement rates mere misieading

because it used a different formula for calculating

job placement rates than that approved by the

Veterans Administration.

GAO REBUTTAL

The basis for this critique apparently is a misunderstand-

ing by the consultant of why we included one school among those

we cited in the report as having misrepresented themselves by

overstating their placement rates. The consultant reported that

we cited the school for overstated job placement statistics

because the school excluded from its calculations students who

were unavailable for placement. She said this procedure con-

forms to the policy used by the Veterans Administration and is

considered appropriate practice by the education community.

We did not take issue with that practice and excluded those

not available for placement from the calculations we reported.

We reported that the school inflated its placement rate in

another way by including as plaoements students who gct jobs

564.
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outside the field of training or oniy re--..nt2.1,f- related to their
training. For example, of the 141 graduai-es ,A the school in
fiscal year 1980-81, 44 were classified es3 t-t available for
employment. Of the 97 graduates available t,t: employment, only
68 (70 percent) were showr in the school records as being
employed in their field ot training. However, the school's stu-
dent financial aid handbook reported an 87 percent placement
rate tor this same time period. In other words, even after eli-
minating graduates unavailable for employment the school quoted
an inflated rate.

CRITIWE: The reported findings were a surprise since many
schools reported that GAO auditors indicated upon
leaving that few or no exceptions were found.

GAO RZHOTTAL

We did not find nor report that all schools had extensive
problems. Our work indicated that some schools were carrying
out their responsibilities for administerirog the procleAm with
little difficulty. However, many were not. Our aud-rs did
coniuct exit conferences in which problems were discussed in
detail.

Nonetheless, the manner in which ws conducted our sample
and analyzed and reported our findings may have 7ontributed to a
"surprise" factor. At the schools we visited, information we
collected on sample students was recorded on data collection
instruments by our auditors and subsequently nomputer-analyzed
at e central location after the work at all schools was com-
pleted. Therefore, at the time of the exit conferences, the
auditors doing work at the schools did not have a sense of the
strength of the results since they were looking at rpm
unweighted judgements and had not seen the information in
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aggregated form or weighted estimates of the magnitude of

problems. Also, as discussed earlier, our selection of, and

analysis at individual schools was not designed to characterize

the performance of individual schools. It was our intent from

the beginning to discuss our findings in the aggregate rather

than by individual schools.

CRITIQUE: The method GAO used to calculate dropout rates is

different than that used by the Department of

Education and overstates the problem.

GAO REBUTTAL

In assessing the nature of the dropout problem, we used two

methods to compute two entirely different measures of the drop-

out rate at the schools we visited. One was based on the number

of students in our sample who did not complete their training

and considered Pell Grant recipients only. The other, called a

"withdrawal rate" in the Department of Education's guidelines,

was calculated to compare to the Department's benchmark for

poorly managed schools.

The first method showed the percentage of students

enrolled in 1980-81 who did not complete their training. The

second showed the percentage of students who were in school at a

ptiint in time and who had dropped out by some later point. It

was our computation of the second measure with which the

consultant took issue.

The Department's guidelines specify using an 8-month time-

frame for computing the withdrawal rate for clOck hour schools

and a 12-month timeframe for credit hour schools. In making our

analyses, we used a 12 month time frame for both so the rates

would be comparable and permit generalization of the results.

566
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Fw!" this reason, the withdrawI rates we computed were higher at

clr>ok-Wlr schools than the rates calculated by the consultant.

The hes- point however, ia 'chat we cqncluded that high drop

oqt ratt;.s were a problem based on the rates we calculated under

the first methodnot the vithdr,aiI rate method.

The Department of Education's *withdrawal rate" measure i.

a management tool it uses to identify schools with potential

problems that need attention. If the Department's method pro-

duces a percentage rate greater than its benchmark of 33 per-

cent, the Department considers this an indication of inadequate

instruction, improper management practices, or other actions by

the school which impair its management of higher education pro-

grams. The Department's method considers only students enrolled

at the beginning of a period, and for some proprietary schools

(those on a clock-hour as opposed to a semester basis) limits

the period to 8 rather than 12 months. This gives an indication

of the number of students, who enrolled at a given point in

time, will drop out within 8 months. Further, the rate could

vary depending on the 8-month period selected. For example,

selecting a period beginning in November when September had a

large number of enrollees, many of whom dropped out before

November, would tend to reduce the withdrawal rate as compared

to starting in September.

The Department's "withdrawal rate" doe .. not measure the

percent of all enrollees successfully completing a program, and

therefore produces an artificially low dropout measure. For

example the Department's withdrawal rate method produced rates
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of 3: percent and 35 percent for two of the schools in vgg

sample. However, using what we believe to be a more tetic

dropout measqre (the first method) showed much higher rates at

these schools. At the school with a 33 percent withdrawl rate,

we traced the outcome of each of the students who enrolled

during the 1980-81 year. We found that 70 percent of the

students (68 of the 97 students enrolled) failed to complete

training. Similarly, at the school with a 35 percent withdrawal

rate, 64 percent of the students (69 of the 108 students

enrolled) failed to complete their training.

Further, several schools conducted studies of their dropout

rate which corroborate our findings. For example, one study

showed that of 287 first-time Fell Grant recipients during the

1980-81 school year, 155 students (54 percent) dropped out by

January 1982.

CRITIQUE: GAO did not always follow Department regulations when

auditing satisfactory progress.

GAO REBUTTAL

Department regulations covering the period we reviewed

required that schools use reasonable standards for measuring

whether students were maintaining satisfactory progress in their

course of study. Therefore, in conducting our review, we used

the schools' own standards (where they had them) to determine

whether students in our sample were making academic progress.

Schools that did not have standards as required by the regula-

tions were so reported, and not included in our analysis.

The conrIltant criticizes our audit for declining the offer

of one school official to recompute the grade point average
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(GPA) bf sample students throughout the year so we could deter-

mine whether students met the academic progress standards. How-

ever, our auditors calculated the GPA and determined that the

scho0 was in compliance. We did not include the school, there-

fore, among those we reported as not complying with their GPA

requirements.

The consultant also criticizes the GAO report for citing a

school for not having an academic progress standard for 1980-81,

when the school developed one for the 1981-82 year and, retro-

actively, verified that all 1980-81 students met the 1981-82

standards. While they may have met a standard established after

the fact, this does not negate our conclusion that during the

prior year they did not have a standard and did not comply with

the program requirement.

hm.,ther concern the consultant raised was our taking issue

with whether students were making academic progress if the

school's standard allowed them to maintain a lower GPA while

attending school than that required for graduation. The con-

sultant said it is common practice in academia to allow students

to maintain a lower average grade early in their academic career

and gradually raise it to that requir, for graduation. We

understand that some students may nee .ime to adjust to a new

learning environment, and recognized in our report that a

student should be able to eventually raise his or her average to

the graduation requirement. However, as discussed in our

report, this did not always happen. Some ttuJents remained in

school with. low GPAs and dropped orz. just prior to graduating.

In fact some students with GPAs below graduation requirements

.'re also allowed to graduate.

569
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CRIT/QUE: The report does aat recognize that proprietary

schools do emphasize attendance although it is

not a required component of satisfactory progress

and, in the case of clock-hour schools, the

regulations include controls against expenditures for

excessive absences.

GAO REBUTTAL

The report recognizes that Department regulations do not

specify attendance as a required component of satisfactory

academic progress. However, the regulations do require schools

to have i.e.aanable standards for measuring whether students are

making satisfactory progress toward completion of their

training. We noted in the report that accrediting groups

require that schools establish and enforce measures of academic

progress using both grades and attendance. We used the

schools own standards to measure compliance with academic

progress requirements. Because accrediting groups emphasize

attendance, most schools have combined attendance and classroom

performance as a measure of academic progress. Our concern was

with the failure of many schools to ,nforce the standards they

had established.

The Association of Independent Colleges and Schools (AICS)

stated in its testimony that a student's failure to attend

classes will result in low GPAs and inadequate progress towards

a degree or diploma, and that attendance requirements serve as a

built-in mechanism to terminate students who miss excessive

classes, This assumes, however, that schoolz; enforce academic

r.rogress standards. But we found, and AICS has recognized, that

this does not always occur.

The critique also implied that excessive absences usually

do not result in additional cost to the federal government
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because schools are not to disburse Pell Grant funds until after
students complete a minimum number of hours. However, we found
that this was not always the case for two reasons.

First, the consultant's assumption applies only to clock-

hour schools and many proprietary schools are not operated on a
clock-hour basis. As AICS correctly pointed out in its testi-

mony, studehts at credit hour schools may enroll for 12 credit

hours, drop to no credit hours, and re-enroll for the same

courses the next semester and receive additional financial aid.

Second, the consultiAt's assertion that no additional cost

is involved assumes that clock-hour schools disburse federal

financial aid in accordance with requirements of the regula-
tions. Our report showed and others have found that this is not

always the case. For example, in ddition to the cases cited in

our report, a Department of Education Office of the Inspector

General audit of a cosmetology school found that payments were

disbursed before students had completed the required number of

clock hours (in some cases after they had dropped out of

school). In at least one instance, funds were disbursed when

there was no record of the student ever having attended the

school. Further, the Inspector General found the school had

deposited at least four checks payable to students in its
operating account without the students' endorsement. The
Department was in the process of collecting $2,644 from the

school for the erroneous payments. At another school a Depart-
ment of Education program review disclosed similar cases of
improper disbursements. For example, one student received a

second disbursement in November of one year but did not complete
the required number of hours until April of the following year.

Another student who received a second disbursement in February

did not complete the required hours until May.
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CRITIQUE: GAO states schools must have tests or other

verifiable bases to document students' ability to

benefit, whereas Department regulations do not

specify the means of measurement or the requirement

for student-by-student documentation.

GAO REBUTTAL

The Department's regulations specify that an eligible pro-

gram admit only students with a high school diploma, GED certi-

ficate, or ability to benefit from training. The regulations

covering most of the period we reviewed required that, for stu-

dents admitted on the latter basis, schools must use an admis-

sion test or other verifiable basis to document a student's

ability to benefit. Although the regulations were revised after

our review, they still required that schools develop and con-

sistently apply criteria for detertining if students have the

ability to benefit, and document that students so admitted met

the criteria. Most of the schools that had incorrectly admItted

students on the basis of an ability to benefit criteria had a

policy of using a writ-1 test to determine ability to benefit.

In these cases we cheesld to see if they adhered to their own

admission requirements -- contrary to the consultant's conten-

tion that we used "subjective, arbitrary and questionable

criteria" to develop this finding.

Two schools admitted some students on the basis of their

ability to benefit, but had not developed a criteria for doing

rsu. At one, 11 of our 34 sample students did not meet the

school's admission requirements, three of $:hich were admitted on

the ability to benefit provision. All three drorped out after

receiving $4,375 in Pell Grant funds. At the other school,

students needed only to have completed the cOth grade in high

school or prove they were over 35 years old to be admitted.
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Four schools had requirements for something other than a

test to determine a student's ability to benefit. For example,
at one of these schools students were admitted on the basis of

an interview, documented on the back of a student inquiry form
the size of a 3x5 card. -The'only statement shown on the form
for one student so admitted read: "English-Poor - Attending spe-
cial classes for understanding English. They will assist stu-
dent with book. Shows great interest." After about 4 months

enrollment, however, the student dropped out because .vf her

inability to comprehend the textbook. Otner schools said they
too used interviews but did not document them, or relied on

letters of recommendation but did not always document them.

In reexamining our workpapers, we found that we reported
eight students at three of these four schools as being improper-
ly admitted to school when they actually were admitted on the
basis of an interview or other allowed criteria. However,

after excluding these eight students, there is little impact on
the main point of the finding that the ability to benefit prob-
lem and the associated high dropout rate (61 percent) is a
serious concern that needs co be addressed.

CRITIQUE: Many schools cited for erroneous award calculations

and/or disbursements resulted from GAO's lack of

familiarity with regulations or inappropriate

application of them.

GAO REBUTTAL

We reported that part of the schools responsibilities for
odro_nistering the program require them to accurately compute and
disburse Pell Grant awards to eligible students and make accur-

ate, timely, and equitable refunds to both students and the

federal government when students fail to complete their train-

573



569

ing. When we verified award computations and disbursements for

our sample students, we found numerous errors. Also, we found

that refunds the schools made were often calculated incorrectly,

not made in a timely fashion, and in some cases, not mude at

all.

In its testimony, AICS pointed out evidence corroborating

our findings on the magnitude of award calculation errors. The

AICS cited a Department of Education-sponsored study showing

that award error rates at schGols were even higher than we indi-

cated. The study showed more than 42 percent of all program

participants recc_ved incorrect awards due to school errors in

1980-81 (the period we examined).

The AICS said the study included students from all types of

schools and showed that the large number of errors was not just

a proprietary school problem but a problem in the Pell Grant

program nationwide. While that may be true, the issue is not

whether other types of schools also violate requirements. The

AICS implied that our report unfairly spotlighted admission,

academic progress and dropout problems at proprietary schools

without also recognizing cr comparing them to public, nonprofit

schools. However, we did not state or imply in the report that

these problems were unique to proprietary schools. To the

extent that other schools are not in compliance with program

requirements, they too would require corrective actions.

Co-"..rary to the critique, our auditors were familiar with

the re,:dlations. We spent a great deal of time studying program

requirements and regulations. In carrying out our evaluation we

also exercised professional care to assure that the work was

accurate and reliable. Reexamination of the calculations

questioned by the consultant shows that the work done to verify

school calculations, disbursements and refunds did contain some
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erroneous calculations. The mistakes, however, had no material

effect or impact on the findings.

One example the consultant questioned concerned a school

which had, among other things, underawarded some students by

failing to include the enrollment fee as part of the cost of

attendance calculation. The consultant believes this fee was an

application fee which may not have been an allowable cost of

attendance at the tima in question. According to Department of

Education of2icials, an enrollment fee was an allowable com

ponent of a student's cost of attendance during the 1980-81

award year we reviewed. An enrollment fee differs from an

applicaWn fee in that an enrollment fee is directly linked to

a student's attendance at the school, whereas an application fee

is paid to determine if the student may be admitted to the

school program and is not directly associated wit11 attendance.

The disputed fee in this case was clearly labeled as an enroll

ment fee on the school's financial forms.

According to the Department, enrollment fees should have

been Included in 'he school's calculation. Education's Inspec

tor Gener.11 cited this school for underawarding students

during tLa same period and for same reason--failing to

include the enrollment fee in cost of attendance calculations.

'n another example, AICS said in its testimony that we were

not --anversant with transfer student regulations and thus mis

takenly felt an error had been made. The testimony is mislead

ing because it implies the school made no error, however, he

consultant acknowledged in her report that an error had been

made but not as large as we said.

The example concerned a student who was underawarded

because the school did not base his award on tuition and fees
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for the full I,500-hour crn:rse because he had previously
attended another school and needed only 500 hours to complete
the program. The school computed the award to be $1,062. Using
Education's regulations as our guide, we computed the student's
award to be $1,750. According to the consultant, "It certainly
would have been supportable to instead use the lower tuition
rate used for transfer students. This would have yielded a
Scheduled Award of $1,438, thereby reducing the amount of the
underaward to 45 per cent of that stated." Thus, the consultant
agrees that the school erred but disputes the amount of the
error.

We disagree with the consultant's interpretation of the
regulations. The Department's handbook states that the amount
of a transfer student's Pell Grant award should be calculated
the same as any other student's. We interpreted this to mean
that any adjustment needed because of the shorter length of
attendance shf.)uld be accomplished by prorating the disbursement
based on the number of clock or credit hours the student fs
expected attend. In responding to this critique we verified
our inti!tpte.ion with bo...:h program and policy officials at the
DepartMe,,t ,7f 1Mucation.

Mr, Fcn,,4 Thank you very much for your participation.
[Wilureiltron, at 3 p.m., the subcommittee was adjourned, to re-

convem, ,.,,thject to the call of the Chair.]
[Mat-erial submitted for inclusion in the record followsl
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PREPARED STATEMENT OF DAVID CISNEROS, INDEPENDENT STUDENT STATUS

I. Introduction.

Currently, federal law defines an unmarried student as

independent, if duiing the year prior to and in the year of

application that person certifies that he or she:

1. will not live with parents for more than six weeks;

2. will not be claimed by parents as a dependent on any
tax return filed for federal taxes; and

3. will not receive more than $750 in support from parents.

Under present law, married students must only certify
factors 1-3 for the year of aid application.

The Department of Education has proposed a change of the

independent student definition. Under the change, all federal

aid applicants below age 22, except for orphans and wards of

the courts, would be classified as dependent on their parents.

Those applicants, aEe 22 and above, would have to show evidence

of self-support as well as meet current criteria for establish-
1

ing independent status.

This proposal, along with several other state and organ-

izational proposals and plans, are the rasult of several per-

ceived problems in the current federal definition.



573

Many critics argue that the first two criteria of the

current definition, financial support and residence, are diff-

icult to verify. A. to the income tax criteria, there is an

argument that families that choose to do so can give up the

tax exemption for an otherwise dependent student, and in many

cases, the greater tax liablility will be more than offset by

the student's inc ee ee d eligibility.

In a hearing before the House Subcommittee on Postsecond-

ary Education held on October 27, 1983, several issues concern-

ing independent student status were discussed. The witnesses

before the Subcommittee presented several alternatives to the

current definition.

Linda Berkshire, of the National Coalition on Student Fin-

ancial Assistance, presented the Coalition's recommendatical that

one additional base year be added to the current federal def-

inition for undergraduate students. The current federal def-

inition would be continued for students who are enrolled in

educational programs beyond the first baccalaureate degree.

Larry Cladieux, of the College Board, submitted a report

entitled, "Financial Aid for Self-Supporting Students: Defining

Independence." The Report evaluated the impact of the current

federal definition and proposed some alternatives. Specifically:

2

51-473 0 - 86 - 19
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1. Extending tax independence; and/or
2. A minimum age requirement of age 22; and/or
3. Proof of self-sufficiency; and/or;
4. Applicants must be married or show evidence of pro-

viding for dependents; and/or
5. Applicants must be at least four years beyond the

date of high school graduation.

Larry Matejka, of the Illinois State Scholarship Commission,

and Gary Smith, of ihe Pennsylvania Higher Education Assistance

Authority, presented alternative definition:;. These recommen-

dations are presented later in this report.

II. States and Organizations.

A growing number of states and organizations have adopted

different criteria for determining self-supporting status under

their own student aid programs, regardless of the federal def-

inition. Specifically: California, Indiana, Minnesota, New

Jersey, New York, Ohio, Pennsylvania, and Washington State, now

require.a 'stricter' definition of independence than is nec-

essary under federal law. A ninth state, Illinois, has recom-

mended a change in the federal definition. However, Illinois

is obligated to follow federal guidelines since the State's

scholarship program is tied directly to the Pell Grant System.

The State of California requires applicants to fulfill

the three criteria in the federal definition for the year'in

which aid is requested and the three previous years. However,

3
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there are several exceptions to* the general requirement. If

an applicant falls into one of the following categories, then

he or she need not fulfill the federal criteria:

1. Has been a ward of the court;
2. Is an orphan and will not be claimed as an exemption

for income tax purposes by anyone other than self or
spouse;

3. Has been a.part of an extremely adverse home situation
which is documented...;

4. Is 30 years or older, unless there is substantial evid-
ence of parental support.

5. Is 21 years or older and is a veteran.

See Appendix A.

The State of Indiana requires students to be age 22 or older

to qualify for independent status. Additionally, those applic-

ants who do qualify must also fulfill the criteria of the

federal cefinition.

An exception: A student whose parents are both deceased

is automatically considered independent.

See Appendix B.

The State of Illinois has proposed that unmarried veterans

under age 22 without dependents be prohibited from switching

dependency status to independency status. The current federal

definition would be used for all other students.

See Appendix C.

.4
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The S,'ate of Hinnesota considers a student to be dependent

unless the applicant:

1. Has been involuntarily separated from parental support,
e.g. an orphan or a ward of the state;

2. Is 22 years of age or older and fulfills the criteria
in the federal definition;

3. Is a veteran, or married, and fulfills the criteria in
the federa.1 definition;

4. /s under 22 years of age, but contrary to his or her
wishes, has been involuntarily severed from a family
relation, so that considering the parents' financial
support would be unrealistic and cause the applicant
undue hardship.

See Appendix D.

The State of New Jersey requires students to fulfill the

three criteria of the federal definition. A fourth criterion

has been added requiring the student to have used at least $1400

of his/her own resources during the calendar year.

See Appendix E.

The State of New York considers a student independent if he

or she:

1. Is 35 years or older on July 1 preceding Oe academic
year;

2. Is 22 years or older on July 1 preceding the academic
year and fulfills the three criteria of the federal
definition;

3. Is under 22 years, fulfills the three criteria of the
federal definition, and is able to meet at least one
of the following requirements:

a. Bath parents are deceased, disabled, or incompet
ent;

b. The student is receiving public assistance, other
than ADC or food stamps;
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C. The student is a ward of the court;
d. The student is unable to ascertain parents'

whereabouts;
e. The student is unable, due to an adverse family

situation, to submit information on parents'
income.

4. Is a graduate student or a married student and fulfills
the three criteria of the federal definition.

See Appendix F.

In Ohio, a student is independent if he or she;

1. Does not receive any support from another supportive
economic unit other than an applicant's spouse; and

2. Does not reside with any other economic unit other than
an applicant's spouse; and

3. IS not claimed as a tax exemption by any other suppor-
tive economic unit, other than the applicant's spouse;

4. Can demonstrate financial means of self-support.

The only exceptions to these requirements are for orphans

without legal guardians, wards of the state or inmates of penal

institutions. These applicants may apply automatically as ind-

ependent students.

See Appendix G.

The rules of the State of Pennsylvania are set out in full.

An applicant must meet any one of the following in order to be

considered an independent student:

1. Must be e veteran;
2. Must have graduated from high school six years or more

prior to the academic year for which aid is requested;
3. Must be an orphan, a ward of the court, or the parents'

wherabouts are unknown;
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4. Must reside with a guardian (who has not legally
adopted the applicant) and meet both of the foll-
owing tests:

a. The applicant has not lived with parents during
the 12 months preceding the academic year or
received support in excess of $500 from the par-
ents during the prior tax year and in the year
of application.

b. There were extenuating reasons.for the applicant
to leave the parents' home, such as abusive
treatment, alcoholism of the parent, or other
reasons beyond the control of the applicant.

5. Must meet each of the three following points:

a. The applicant was not and will not be listed as
an exemption on any federal income tax return
except his or her own for the calendar year
immedlately preceding the academid year or filed
during the academic year and the applicant has
not received and will not receive more than a
combined total of $500 in financial assistance
from any relative other than the applicant's
spouse within either of the above-referenced
years.

b. Except for holiday periods (limited to recog-
nized national holidays), the applicant did
not and will not reside with any relative other
'than a spouse during the 12 months immediately
preceding the academic year or, if so residing
with such a relative, has paid and will continue
to pay room and board of at least $100 per month
(or room rent only of at least $50 per month)
during the aforementioned period.

c. The applicant shall demonstrate to the satisfac-
tion of the Agency access to resources (income,
loans, other scholaeships, etc.) sufficient to
meet reasonable livins expenses during the aca-
demic year and summer months.

Note. The Pennsylvania Rules and Regulations further
describe the resources which the Agency would
require a student to have available in order
to meet reasonable living expenses for a ningle
.applicant through a six member family.

See Appendix H.

Washington State is similar to California in that it re-

quires students to fulfill the three factors enumerated in the

7
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federal definition for the year in which aid is requested and

the three previous years. The only exceptions to this require,-

ment are those students whose parents are deceased, those who

are wards of the court, or those who have 'unusual circumst

ances' precluding the securing of parental support.

See Appendix I.

In addition to the organizations that testified before

the Subcommittee, several other organizations have proposed

alternative definitions.

The National Association of Student Financial Aid Admin

istrators (NASFAA) has proposed a change in the federal def,-

inition. Under NASFAA's proposal, if an undergraduate student

is 22 years of age or younger, on July 1 of an award year, that

student wonld be required to include parental data on the need

analysis form unless the student is:

I. An orphan or ward of the court, or both of the parents'
are deceased;

2. Married;
3. Single, but has dependent children of his or her own;

Or
4. A veteran.

An undergraduate student who is 23 years of age or older

prior to July 1 of a given award year would not have to include

parental data. Graduate or professional students would not

be required to include parental data on their need analysis

form unless required to do so by the institution they are

attending.

8

584



580

NASFAA has also proposed that the institutional finan-

cial aid administrator may exercise his or her professional

judgment to make exceptions in those cases where the aid

administrator' has knowledge that should be taken into con-

sideration in overriding any of the requirements for the
2

students to submit parental data.

See Appendix J.

The Association of American Universities, joined by the

Council of Graduate Schools and the National Association of

State Universities 'and Land-Grant Colleges, advocates that

graduate students should be considered categorically indepen-

dent for the purpose of determining access to need-based aid,

provided they are not declared as dependent on anyone's tax

returns.

The National Education Association believes that the

definition of the independent student should not be further

restricted. Basically, NEA's position is that the federal

definition should remain the same.

See Appendix K.

III. Discussion.

Various definitions have been presented in this report.

The main issue underlying these alternatives is: What defin-
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ition best categorizes legitimately independent students?

The alleged problems with the current federal definition

is that there are abuses of the definition by those students

who are not legitimately independent.

Are there major abuses? Several factors are involved.

There has been an increase in recent years of the number of

independent students. In the Pell grant program, the perc-

entage growth of independent students has increased from 36.9
3

percent in 1976-1977 to 48.3 in 1982-1983. The growth may

be reflective of changes in program eligibility, program

growth and expansion and increasing participation by older

studenta.

What is probably most important is that the percentage

of the total of these eligible independent applicants in the

Pell grant program under the age of 22, which is the group

where most of the perceived abuse is believed to be, has ac-

tually declined during that same 7-year period from 32.1 per-

cent in 1976 to 30 percent in 1982.

The Department of Education has responded to this .per-

ceived abuse by recommending that all aid epplicants below

age 22 should be classified as dependent. But this recomm-

endation has received strong Criticism. The primary concern

is that many students who are legitimately independent at an

10
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earlier age will be arbitrarily (unconstitutionally?) denied

access to higher education.

Whether the increase in the percentage of independent

students is due to the factors mentioned above, and therefore

what is the most appropriate response, has not been effectively

studied.

Notes.

1. See, Budget for the United States Government for theFiscal Year 1986, appendix at page 1-110. Specificallythe law reads:

Provided further...(1) any student who has not
attained 22 years of age by July 1 of the award
year shall be deemed dependent...unless that
student is an orphan or ward of the court, and(2) any student who is 22 years of age...who
wishes to claim independent student status must
be economically self-sufficient and must satisfy
(the present criteria).

2. In a random non-scientific
telephone survey of several

organizations with offices in the Washington, D.C.area, it was found that
numerous organizations have

formally or informally endorsed the basic tenets of
NAS.FAA's proposed definition.

3. These figures were obtained from tables compiled by
Elaine El-Khawas, Vice President, P.9licy Analysis and
Research, American Council on Education for A Policy
Seminar sponsored by The Associational Council for
Policy Analysis and Research and the National Comm-
ission on Student Financial Assistance, June 3, 1983.

4. See, Steven D. Cameron, Illinois .State Scholarship
Commission, The ED Independent Student Definition:An ISSC Analysis and Recommendation, June 16, 1983.
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Appendix A

California

Er:WC:A.116)N corm:

(a) The awarctiiig of financial assistance to needy students by state. funded
student aicl programs appropriately considers family income in determining an
applicant's financial med.

(b) Claiming of financial independence by students whose parents are in fact
able to provide financial assistance unfairly redirects limited student id dollars
from students with legitimate financial need.

(c) Definitions and procedures by ss hich student may declare financial
independence from thr student's parrnts diffrr among statefunded student aid
programs and among institutions. A statinory definition of when a student's
eligibility fur iteed.bam,d, state.fundecl grants is to be determined without regard
to lthnr her prents financial circinnstances will reduce confusion and ensure thin
such grants arc* allocated to students on the basis of a more equitable cvalnalson
of their financial need.

tAitilvit ;nut repealed Stii. ly77. (11 afi. Sum> lomented b Sims. 197M. Ch. 1214 nipeat
numeral n

Applkability of Provisions
69504. The provisions of this article apply to an in.ed.based student grants that

are funded by the state or a public postsecondary educational institntion. Nothing
in this article shall be construed as attempting to regillate the selection or
awarding of scholarship to applicants by the state or a public postsecondary
educational institution where the scholarships are funded and awarded pursuant
to the terms of a private endowinem, trust, or similar instrument.

tiurtuled by Sims. i m. (31. 1214.1

Considerations re Financial Need
69503. Escept as provided for in Section 69306. the resources of an applicant's

parents, and spouse where applicable, as ss ell as those of the applicant, shi..11 be
considered in determining an applicant's financial need.

ulta and St.M. 1q77. (31 3b Supplemented 1.n Sim. 1971.Ch 1214 Repeal
tinwrmi..1
Income of Applicant's Parents

69306. Notwithstanding any other provision of law. the Student Aid
(ommission or any public postsecondar erhicational institution shall not consider
the income of an applicant's 'Jamas ill the determination of an applicant's
financial need if the applicant meets all of the following requirements:

(a) I las not and will not be claimed as an exemption for state and federal
income tax pirposes by his or her parent in the calendar years aid is riven ed and
in any of the three calendar years prior to the au ard period for which aid is
requested.

lb) I las not and %sill not receive more than seven hinidred rifts dollars (6730)
per year in financial assistance from his or her parent in the c:aendar years in

hick aid is meek ed and in :inv of the three calendar years before the award
period for sx hich aid is requeste.d.

I las not lived and will not Ike for more than sis %seeks in the home of his
or her parent during the calendar year aid is receis ed and in am of the three
calendar ears before the award period for which aid is requested.

Nothing in tlth section shall exempt a suny applicant from bmitting parental
income, information pursuant to Section 69672, or from submitting such
information solely because the applicant comes within the provisions of Section
211 of the Civil Code.

With respect to any action taken by the Student Aid Commission on or after
August I, 1981. the amendments to this section which became effectise January
I. 1982. are deemed to has e been operative on and after Aogost I. 1991.
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Appendix A cont.

California

EDUCATION CODE

Whenever it determines that it is in the best interest of the state to do so. the
Student Aid Commission may adopt regulations which change provisions of
subdivisions (b) and (c) of this section in order to conform with changes in the
federal definition of student independence from parents for purposes of student
financial assistance, as set forth in regulations promulgated pursuant to
subparagraph (1) of subdivision (c) of Section 1089 of Title 20 of the United States
Code.

(Amenclet111) Slat, 19R2. (:h. R95.)

Income of Applicant's Parents
69506.5. Notwithstanding Section 69506, neither the Student Aid Commission

nor any public postsecondary educational institution shall consider the income of
an applicant's parents in the determination of an applicant's financial need if the
:tpplicant meets one of tht following requirements:

(a) Has been determined to be selfsupporting prior to June 30,1977, according
to the procedures of the California postsecondary educational institution from
which he or she is currently receiving need-based, state.funded financial aid.

(b) Has been a ward of the court, in which case appropriate court documents
shall be submitted.

(c) Is an orphan and will not be claimed as an exemption for state and federal
income tax purposes by anyone other than self or spouse for the calendar years aid
is received.

(d) Has been a part of an extremely adverse home situation which is
documented and supported by school or responsible community personnel such
as a ininister or social worker, which situation has led to estrangement from the
fainily under circlimstances where the student has not received a contribution in
cash or kind from his or her family kr the preceding 12 months Public
postsecondary educational institutions and the Student Aid Commission shaH
develop a procedure to allow students to appeal decisions on whether the student
has- been part of an adverse home situation.

(e) Is 30 vears of age or older, unless there is substantial evidence of parental
support or the applicant.

(f) Is 21 ears of age or older and h u veteran who has been discharged under
honorable conditions from the Armed Forces of the United States aftcr serving in
active dutv kr two years or more, except active duty kr training, unless there is
substantial evidence or parental support of the applicant.

(g) Is a s.eteran who was discharged or released from the Armed Forces of the
United States due to a service.connected disability regardless of age or Icrigth of
time served.

Nothing in this section shall exempt any applicant from submitting parental
incoine information pursuant to Section 69672, or from submitting this information
solely became the applicant comes within the provisions of Section 211 of the Civil
Code.

Ammili4I by Stah. Ma. Ch. 24.1

Refusal to Furnish Finandat Information
69307. In instances where an applicant does not ment the criteria specified in

Section 69306,:lnd the parents refuse to provide financial information, the student
may not be considered for u grant. In those instances, hon ever. the student may
be considered kr a loan or employment aid to the extent that such are available
on the basis or the resources of the student and the student's spouse, if any.

ititrit mitt ItN.ItI lit mats 1477.(:11. lb Supplemented by SIAN 147R. Ch 1214 Repe.d
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'First-year applicant" is -a student who has never attended a post-secondary
institution or has not completed the equivalent of two (2) enrollment
periods as a full-time student.

student° means a student who has registered for at least twelve
(P) homes of credit for an enrollment period of more than eight (8) weeks
ih :;ition at an approved institution. For an enrollment period of eight
(8) weeks or less in duration, a student molt have registered for at least
six (5) hours of credit to be classified as a full-time student. Any
exceptions to this rule mgst bo approved in writing by the Executive
Director.

"Letter of denial" means 6 tTe to an 4pplicant stating the reason(s) the
individual is not eligible t2 +1.,xeive a State award.

"Parent(s)" means an applicant's father and/or mother, or the person having
custody when an applicant's parent* are divorced, or a legal guardian or
legal custodian if such a person hat provided an applicant with more than
one-half (I/2) his/her support.

"Parent contribution" means the amount of money the parent(s) can be
expected to contribute toward meeting the applicant's cost of education,
based upon the information submitted on the Financial Aid Form (FAF).

'Priority date" means a specific calendar Oate that may be established by
the Commission. Applications received on or before the priority date will
receive preerence in funding awards. In the event applications submitted
by the priority date do not exhaust available funds, the Commission may
consider applications submitted after the priority date.

"Regularly assessed fees" means those fees at any approved institution
which are common to all students at such institution.

"Renewal applicant" means an applicant for a State award who received such
an award for any enrollment period during the previous academic year(s).

"Resident of Indiana" refers to a person who is domiciled in the state for
the six-month period immediately preceding the first day of the academic
year.

"Resident student" means a student who is classified by the Commission to
be residing within the State of Indiana.

"Self-help" means the resources an applicant is expected to provide toward
post-secondary education costs. Self-help shall consist of 35% of the cost
of education at an eligible institution unless otherwise specifically
prescribed by the State appropriations act.

KU "Self-supporting student" means an individual who meets all of the
following criteria:

(I) Has not and will not be listed as an exemption for Federal income
tax purposes by any person except his/her spouse for the calendar year
in which aid is received and the calendar year prior to the academic
year for which aid is requested, and
(2) Has not received and will not receive financial assistance of more
than seven hundred fifty dollars ($750) from his/her parent(s) in the
calendar year in which aid is received and the calendar year prior to the
academic year for which aid is received, and
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pp.nzix cant.: Indiana

(3) has not lived or will not live for more than forty-two (42) days in
the hore of a parent during the calendar year in which aid is received and

the calendar year prior to the academic year for which aid is requested,

and
(4) is twenty-two years of age on or before January 1, 1983.

A student whose parents are both deceased is automatically considered

self-supporting even though the tax exemption, financial support, residence

criteria, or age requirements may not have been met.

"State award" means a Freedom of Choice Grant, Higher Education Award or

Hoosier Scholar Award as defined in IC 20-12-21.

"Total contribution" is the sum of parent contribution, student

contribution if the student is independent of parent(s), self-help

expectation, estimated Pell Grant, Social Security, Veterans

Administratic , and Bureau of Indian Affairs benefits.

"Upperclass applicant" means a student who has completed one (1) but not

more than three (3) academic years in an approved institution of higher

education. (Student Assistance Commission; Reg 1)

585 IAC 1-1-2 Administration of program
'Authority: IC 20-12-21-5

Affected: IC 20-12-21-4

Sec. 2. Under the provisions of IC 20-12-21-5 the State Student Assistance
Commission of Indiana (SSACI) is empowered to promulgate such rules as may
be necessary to develop and implement the Higher Education Award, Hoosier

Scholar Program and the Freedom of Choice Grant Program. The Commission

hereby (a) designates the executive director as the administrator of the
Freedom of Choice Grant Program, the Higher Education Award Program and the
Hoosier Scholar Program, and (b) authorizes the executive director to seek

and obtain any Federal funds that may be available to supplement or
complement the programs authorized by this chapter [IC 20-12-11].

The executive director shall administer the terms and provisions of this

chapter (IC 20-12-21) and is vested with such authority as is necessary to

enable him/her to administer fully and effectively the provisions of IC

20-12-21.

Any guidelines established by these regulations [585 IAC 1] which are

superseded by action of the General Assembly will be allowed to be

automatically revised by Commission action without promulgation in order to

reflect the action of the General Assembly. (Student Assistance

Commission; Regs 1-1. 1-2 and 1-3)

585 IAC 1-3-5 Fraud or misrepresentation; filing of charges
Authority: IC 20-12-21-5
Affected: IC 20-12-21-5

Sec. 5. In the event the Commission has evidence that an applicant or
his/her parent(s) filed an inaccurate application with the clear intent to
commit fraud or misrepresentation, the Executive Director shall be directed

by the Commission to file a formal charge against the alleged guilty party

with the Prosecuting Attorney in the county of the applicant's residence

and/or withdraw the full amount of the award for the academic year in which

the award was made. (Student Assistance Commission; Reg 3, Rule 5)
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Appendix C

Illinois

!SSC Recommendation
Since the primary concern is abuse of the current definition by parents and

students who switch dependency status to increase their eligibility for federal student
financial aid. the ISSC proposes that unmarried non-veterans under age 22 without
dependents be prohibited from switching dependency status from de-
pendent to independent. The current independent student definition shoud be used
for all other students.

As a result, the current financial aid form would not have to be expanded. Marital
status, veteran status, the age of the student, and the number of dependents can
already be determined from the information gathered on the current forms. Since
ED already has a cross-year system, it could be used to check' the dependency status
of the student in the prior year, and a new system would not have to be developed to
identify students who applied as dependents the prior year and independents in the
current year.

This analysis indkates that in 1982-83 2,465 independent students who were un-
married non-veterans under age 22 with no dependents applied as de-
pendents the year before in 1981-82. These students increased the estimated Pell
Grant payment by approximately SI million. If the ISSC's proposed independent
student definition had been in effect in both 1981-82 and 1982-83. the 1982-83
savings would have been approximately 52.3 million. In three or more years the
proposed independent student definition's annual savings should be approximately
53 to 54 million or 3 percent of the total annual Pell Grant payment to Illinois ap-
plicants.

The ISSC proposes that unmarried, non-veterans under age 22 without depen-
dents (ED classification #5) be prohibited from switching dependency status. There
could be exceptions such as death of parents reported on the Special Condition ap-
plications: The currrent definition should be used for all other independents. This
approach would not increase the size of the current financial aid forms, is simpler
than the May 23, 1983 Department of Education's definition, aff:', s approximately
3 percent of the total population and should result in savings c ) 590 million
annually after the first three years. The definition prevents abu,: le current in-
dependent student definition to increase eligibility for federal fin.ncial aid, while
protecting students under age 22 who apply initially as independents. In addition,
prohibiting unmarried students without dependents under age 22 from switching to
independent status prevents higher income families from transferring family respon-
sibility for paying college costs to the federal government.
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App.endix 1.)

Minnesota

4E3Z.:5DC RAYK:NG AP?LiCAN7S.

Suopart :. Classification and ranking of appiicants.
applicant stall be plited in az leas: one cf ine :ollowing
tlassifications: renewal scholarsnip. rene-el
:nizial scholarship, initial grant-in-aid. Grant-in-aid
aoplicants are ranked according to parental contribution;
aplicants with the least parental contribution are awarded
first. Scholarship applicants are ranked according to class
rank as a junior in high school; applicants with the highest
class rank are awarded first.

Subp. 2. Priority of passes of applicants. Applicants
renewing scholarships shall be given first priority. Applicants
renewing grants-in-aid shall be given second priority.
Applicants for initial scholarships shall be given third
priority. Applicants for initial grants-in-aid shall be given
.ourth priority. Awards shall be made on a funds available
basis. Once an award is made it may not be withdrawn in order
to award an applicant of higher priority.

Subp. 3. Awards based on need. Awards determined by
financial need shall be assioned each applicant in descending
order of rank until available funds are exhausted.

MS s 136A.11; 136A.111; 136A.121: 136A.132: 136A.141:
136A.20: 136A.233: 136A.236; 136A.70

8 SR 196; 8 SR 2335; 9 SR 991

4830.0600 AWARDS.

Subpart 1. Monetary aw&As. The amount of a scholarship
or grant-in-aid financial stipend may not exceed an applicant's
cost of attendance, as defined in Minnesota Statutes. section
136A.121, subdivision 6, after deducting the folloyingi

A. A contribution by the applicant of at least 50
percent of the cost of attending the institution of the
applicant's choosing.

B. A contribution by the applicant's parents, as
determined hy a financial need analysis. The parental
oontribution will be considered in determining the state auard,
unless one of the four following situations applies.

(1) The applicant has been involuntarily
separated from parental support because the applicant is an
orphan or a ward of the state, the applicant's parents cannot be
located, or the applicant has suffered mental or physical abuse
necessitating the separation. The conditions must be
established by court document or by an affidavit from a member
of the clergy, social worker, lawyer, or physician.

(2) The applicant is 22 years of age or older on
October 1 of the state fiscal year for which aid is received,
and establishes that she or he is not dependent upon parental
supz-orm, based on the following information for the applicant's
parents tax year ending during that fiscal year, and the

tax year:

(a) the parents did not and will not claim
the student as an income tax exemption:

(b) the student did not and will not live
with his or her parents more than six weeks in either calendar
year: and

593
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Appendix 1) cont.: .1111esota

(o) :he parents tit hot and will not provi-,e
tirec: or indirect support orth S75c or more in e;ther
year.

The facts must be established by affitavt: from :he parents
if :hey :an be lotateb. and by at:tit:one: dotumentatton. sub:. as
income tax returns. proof of resttence. oter reptstratitn. or
stmi:ar documentation :bat reasonatily may be requested oy tne
board or its agents and employees.

(3) The applicant is:

(a) married, and in the applicant's parents'
tax year ending during the fiscal year for which aid is

.received, the parents did not and will not claim the student as
an income tax exemption; the stu6ent did not and will not live
with his or her parents more than six weeks: and, the parents
did not and will not provide direct or indirect support worth
5750 or more: or

(b) a veteran, or a single parent, or
divorced, separated, or widowed, and establishes that in the
applicant's parents' tax year ending durino the fiscal ynar for
which aid is received, and the preceding tax year, tho parents
did not and will not claim the student as an income tax
exemption: the student did not and will not live with his or her
parents more than six weeks; and, the parents did not and will
not provide direct or indirect support,worth 5760 or more.

(4) The applicant is under 22 years of age on
October I of the state fiscal year, for which aid is to be
received, and the applicant has, contrary to his or her wishes,
been involuntarily severed from a family relation with his or
her parents and has been refused their financial support so that
considering a deduction for a contribution by the applicant's
parents in determining the state award would be unrealistic and
cause the applicant undue hardship. To qualify for this
exception, the applicant shall document to the satisfaction of
the fact finding committee established in subpart Id that an
exception to a presumption of the applicant's dependence on the
parents is warranted, and that the a;:lican: meets the
conditions in subi:Pm (2), units (a), (b), and (c).

C. An estimate of the amount of a federal ?ell grant
award for which the applicant is eligible.

Subp. la. Minimum. The minimum financial stipend shall be
Sl00.

swop. lb. Letter. The applicant applying under subpart I,
item B, subitem (4) shall write a letter requesting
detPrmination of eligibility to the board's manager of the
scholarship and grant-in-aid program for presentation to the
fact finding committee of the board. The letter must be
accompanied by the following documentation:

A. an affidavit from the applicant establishing that
the applicant's parents have severed relations ith the
applicant and have refused to provide financia: support to the
applicant;

3. if possible, an affidavit from the applicant's
oarents establishing that they have severed relations with :he
ipplitant and have refused to provide financial support to :he
app:icant:

C. two affidavits from members of the clergy, social
orkers, or lawyers establishino that the applicant's parents
have severed relations with the applicant an= refuse to provide
financial support to the applicant; and

D. adtitional documentation suth as income tax

51-473 0 - 86 - 20

s
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Appendix D cont.: Minnesota

returns. rent payments, ;roof of residence. cr voter
7e;istrazion may be requested by the board cr its age::ts and
enployees to establish :hat the applicant's parents have severed
relamicns wIth :he applicant and that the applicant has
tstaolished e pattern self-supporting benavior.

Subp. lo. Appeal. The applicant may appeal an adverse
..--mination under subpar: 1, item 3 to the executive director

of :he board within ten days of receiving notification of zne
determination. The executive director shall review the
determination and make a finding. The executive director shall,
on written request of the applicant, forward the determination
to the board or to an appeals committee of the board to review
the case and make a finding. The applicant may appeal the
latter finding in writing. Then the board must forward the
contested case to the Office of Administrative Hearings.

Subp; Id. Fact finding committee. The fact finding
committee of the board shall consist of the deputy executive
director of the board, one financial aid officer appointed by
the board, and one student appointed by the board. The
appointments will be for one year or until a successor is
appointed. The deputy executive director will act as
onairperson of the fact finding committee and will convene the
committee as necessary. In the event the financial aid officer
cr the student is involved in any way in a case before the
committee the involved one must be replaced by an alternate
appointed by the board.

Subp. 2. Adjustments to awards. If financial need
decreases because a recipient chooses a different school after
the scholarship or orant-in-aid award is offered, the award
shall be reduced. If a change in schools causes financial need
to increase, the award shall be increased only if funds are
available.

Subp. 3. Honmonetary awards. Honorary scholarships, which
are nor:monetary awards, shall be granted to all applicants who
have no financial need or did not request financial aid and who
rank equally with or above the last monetary scholafship
recipient.

MS s 136A.11; 136A.111; 136A.121; 136A.132; 136A.141
:36A.20;...136A.233; 136A.236; 136A.70

E SR l5E; 8 SR 2335; 9 SR 991

4630.0700 METHOD OF PAYMENT.

Subpart 1. Payments to schools. After a scholarship and
grant-in-aid award.is determined, the award shall be sent by the
executive director to the school chosen by the recipient. The
school shall apply the award to the recipient's educational
costs in the following order: tuition, fees, books, supplies,
and other expenses. The costs must be prorated for each term of
the acadenic year. The school shall notify each recipient that
the award has been received by the school.

Subp. 2. Refunds. A scholarship and grant-in-aid is
awarded for full-time attendance at a specified school for the
academic year cf nine months within a state fiscal year. :f a
recipient :ails to enroll or ceases to be a fuil-time student,
the school must refund the unused portion of the award. Refunds
to the board are determined as follows:

A. Determine the percentage that the state
scholarship or grant award represents of the student's total
financial aid package for the applicable term;

3. Multiply :hat percenta by the amount determined
to be refunded to the student under :he school's refun4 polioy.
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Ilaw Jersey
NEW JERSEY DEPARTMENT OF HIGHER EDUCATION

OFFICE OF STUDENT ASSISTANCE
CALCULATION OF THE NJ ELIGIBILITY INDEX (ESTIMATED FAMILY CONTRIBUTION)

FOR THE 1985,86 ACADEMIC YEAR

A. DETERMINATION OF DEPENDENCY STATUS

In order to calculate the NJ Eligibility Index, the dependency status of the student
must first be determined. To be considered independent for the purposes of NJ
grant and scholarship programs, the student:

I. must not have resided with the parents for more than six weeks (42 days)
during the current .or previous calendar year,

2. must not have been claimed by the parents as an income tax exemption
in either the current or previous calendar year,

3. must not have received more than 8750 worth of support from the parents
during the current or previous calendar year,

4. must have had at least 81,400 of his/her own resources during the 1984
calendar year.

NJ student resources are computed as follows:

The sum of NJFAF Q24-1984 income from IRS Form 1040, 1040A, or
1040E2 for student (and spouse) and NJFAF Q26a-1984 deduction for a married
couple when both work or the sum of NJFAF Q28aStudent's 1984 income
and NJFAF Q2ebSpouse's 1984 income, whichever is greater.

+ NJFAF Q29aSocial security benefits
+ NJFAF Q29bAid to families with dependent children for student (and

spouse)
+ N.IFAF Q29cAl1 other 1984 untaxed income and benefits for student

(artl spouse)
+ NJFAF Q40Veterans GI Bill and Dependents Educational Assistance

Benefits (amount per month x number of months-maximum 12 months)
+ NJFAF Q41VA Contributory Benefits (amount per month x number of

months-msximum 12 months)
+ Student's (and spouse's) net worth computed as follows:

NJFAF Q35Cash, savings and checking accounts
+ NJFAF Q36Home equity (value less amount oWed)
+ NJFAF Q37-0ther real estate and investments (value less amount

owed)
+ NJFAF Q38Business and farm (value less amount owed adjusted

according to Table 3)
+ Student reported financial aid (NOTE: This information does not

appear on the NJFAF. If the resources reported on the NJFAF
are less than 81,400, the student is sent an Additional Information
Request (AIR) and is asked to provide the amount.)

If the student meets the above criteria, he/she will be considered indcpende.:'.
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Appendix F

New York

dent, a family net taxable income below 525.001 '520.001 if a
dependent graduate student), or if independent and single with no
tax dependents, a net taxable income below 55,667; and (41 be
charged a tuition of at least 8200 per year. All income data are
subject to verification with the New York State Department of Tax-
ation and Finance.

XXX The current definition of independent status is as follows:
(1) 35 years of age or older on July 1 preceding the academic

year; or
(2) 22 years of age or older on July 1 preceding the academic

year; and not:
(a) resident for more than 6 consecutive weeks in the cur-

rent, previous or subsequent calendar years, in any house,
apartment or building owned or leased-by parents,

(b) claimed as a dependent by parents on their Federal or
State income tax returns for the current or previous tax
years,

(c) recipient of gifts, loans or other financial assistance in ex-
cess of $750 from parents in the current, or previous, or
subsequent calendar years, or

(3) under 22 years of age on July 1, preceding the academic year
and meeting all other requirements of (2) above, and in addi-
tion able to meet and document at least one of the following
requirements:
both parents deceased, disabled, or incompetent,
receiving public assistance other than Aid tci Dependent
Children (ADC) or food stamps,
ward of a court,
unable to afcenain parents' whereabouts,
unable, due to an adverse family situation, to submit infor-
mation on parents' income.

Graduate students and married undergraduates are exempt from
the requirements of provision (3) above in determination of financial
independence.

Undergraduate students generally receive TAP awards (or four
years of study. Students enrolled in approved five-year programs, or
in a State-sponsored opportunity program, may receive undergradu-

The income measure is the family's (or independent student's) State net taxable
income from the preceding lax year plus certain nontaxable income, and dor de.
pendent students) support from divorced or separated parents. This income may be
further at:busted to reflect other family members enrolled full-trme in powecond
ary study.
Independent status under the State definition does not necessarily insure rndepen.
dent status for Federal aid programs.
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Appends.e.

Ohio

a supplemental source of financial assistance tu students from families with income below the sorcscrd-cl
maximum levels in the table ol grants provided in the law In this way, 11 will be pc:We ts, Insist
in eliminafing the economic barrier which may have discouraged promising students in planning tc
seek a higher education. Accordingly, the "Ohio Instructional Grant" program requires inlormation
about family income es a basis for determining the grant available under the law.

(2) It ts the purpose of the "Ohio Instructional Granr prcgram to encourage parents to assume the financial
responsibility kr the student's undergraduate education. 11 is not the purpose 01 the "Ohio Instructional
Grant" program to encourage students to separate themselvei financially from their families for the
purpose 01 higher education enrollment

(3) If a student has been a part of any other supportive economic unit contnbuting matenally to his or
her support In the calendar year which immediately precedes the year in which the grant application
is bled, such student shall be considered a member of such unit for the purpose of determining "Ohio
Instructional Grant" eligibility for the academic year.

XXX(4) In order to qualify for consideration as a separate family unit i.e., an independent student, the student
must meet the following conditions:

(a) The student must not have received any financial support from any other supportive economic
unit other than the applicant's spouse, during the calendar year which immediately Precedes
the year 3n which the grant application is filed or receive support dunng the calendar year in
which the grant application is filed or the calendar year which immediately follows the year
in which the grant application is filed.

(b) The student must not have resided with any other supportive economic unit, other than the
applicant's spouse, dunng the calendar year which immediately precedes the year in which the
grant application is filed and must not reside with such supportive ecorwmic unit dunng the
calendar year in which the grant application is filed or the calendar year which immediately
follows the year in which the grant application is bled.

(c) The student must not have been claimed as a tax exemption by any other supportive economic
unit, other than tae applicant's spouse, for the calendar year which immediately precedes the
Year 3n which the grant application is filed and must not be claimed as a tax exemption by
any other supportive economic unit 3n the calendar year In which the grant application is filed
or the calendar year which immediately follows the year in which the grant application is filed

(d) The student must demonstrate financial means of self.suPPort.

(5) Certification of the student's support status shall be required by affidavits submitted by the student
and the student's last supportive economic unit.

(6) Applicants who are orphans without legal guardians, wards of the stale or inmates of penal institutions
may apply to the "Ohio Instructional Grant" program as independent students.

Leave of absence
.

Students who have received grants, but for emergency or extraordinary reasons (as determined by the
institution, not including academic reasons) must leave the institution for a particular quarter or term dunng
the academic year, may be considered for the application cf their giant to the remaining quarter or term
dunng the current academic year. The in.Wution shall notify the Ohio board of regents ol the student's
reenrollment through the established procedure utilizing the "Grant Payment Form".

CIssifiction

The following definitions shall be utilised in establishing the race ol an applicant The classifications for
statistical purposes are

(I) Blact:.Amencan
(2) Spanishsurnamed Amencan
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Appvcelx n: r.noxyLvanla

PART II - AWARD DETERMINATION

INDEPENDENT CRITEnIA

Refei to Section 121.44 .fiel of Rules and Regulations

Identification of Polict

Applicants may be processed without regard to parental financial data if they
(the applicants) can meet the requirements for independent status.

XXX Requirements. The applicant must meet any one of the following in order
to be considered financially independent:

1. Must be a veteran of the Armed Services.

2. Must have graduated from high school six years or more prior to the
academic year for which aid is requested.

3. Must be an orphan, a ward of the court, or the parents' whereabouts
are Unknown.

4. Must reside with a guardian (who has not legally adopted the
applicant) and meet both of the following tests:

a. The applicant has not lived with parents during the 12 months
immediately preceding the.beginning of the academic year or
received support in excess of $500 (if court-ordered support,
$2,000 or more) from the parents during the tax year
immediately prior to the academic year for which aid is granted
and does not anticipate receiving support from or living with
the.parents during the current tax year.

b. There were extenuating reasons for the applicant to leave the
parents home, such as abusive treatment, alcoholism of the
parent, or other reasons beyond the control of the applicant.

5. Must meet each of the three following points:

a. The applicant was not and will not be listed as an exemption on
any federal income tax return except his or her own (filed
individually or jointly) for the calendar year immediately
preceding the academic year or filed during the academic year
and the applicant has not received and will not receive rore
than a combined total of $500 in financial assistance (such
as educational cost support, maintenance support or "in kind"
eid, necessities, gifts, and so forth) from any relative other
than the applicant's spouse within either of the above-
referenced years.
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ppenalx d cont.: Pennsylvania

PART II - ELIGIBILITY DE1ERMINA7ION

INDEPENDENT CRITERIA (con't)

Refer to Section 121.44 (b) of Rules and Regulations

b. Except for holiday periods (limited to recognized national holidays
such as Christmas, New Year's, Easter, and so forth), the applicant
did not and will not reside with any relative other than spouse
during the 12 months immediately preceding the academic year or
during the academic year or, if so residing with such a relative,
has paid and will continue to pay room and board of at least $100
per month (or room rent only of at least $50 per month) during the
aforementioned period.

C. The applicant shall demonstrate to the satisfaction of the Agency
access to resources (income, loans, other scholarships, etc.)
sufficient to meet reasonable living expenses during the academic
year and summer months. The resources which the Agency would
require a student to have available in order to meet reasonable
living expenses are as follows:

Single Applicant. - $3000 plus tuition and fees
Two Member Family - $4100 plus tuition and fees
Three.Member Family - $5000 plus tuition and fees
Four Member Family - $ssoo plus tuition and fees
Five Member Family - $4900 plus tuition and fees
Six Member Family - $7900 plus tuition and fees

(For families with seven or more members, the Agency would use the
base income of $7,900 plus $800 for each above six members.)

Other'procedures that are applied in administering this test are:

(1) Where the students cannot meet the minimum resource, as
referenced in c, but have documented, to staff's satisfaction,
their claim to being self-sufficient as a result of frugal
living by sharing their living facilities with one or more
students, they may be approved as meeting this rest.

(2) Consideration of the student's current year anticipated income
in combination with other resources available to the student
may be used to meet this test when prior year resources are not
sufficient.

(3) Pell aid and/or an anticipated State Grant may be used as a
resource where such would mike the difference between existing
resources and the minimum which the Agency would require.

2

September 1, 1984
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Appendix L: Washington State

of parent information. (5oe Page 11-10 regi.rding
the nomination of students with unusual cir:un-
stances.)

Definition of An "independent student" is one whose parents do
"Independent not acknowledge and accept financial responsibility
Student" for the student and whu meets the following re-

quirements:

(1) The student has not been and will not be
claimed as an exemption for federal
income tax purposes by any person except
his or her spouse for the calendar
year(s) in which a State Need Grant is
received and the prior calendar year.

(2) The student has not received and will
not receive financial assistance of more
than $750 in cash or kind from his or
her parent(s) in the calendar year(s) in
which a State Need Grant is received and
the prior calendar year.

(3) The student has not lived and will not
live in the home of his or her parent(s)
except during occaiional temporary
visits during the calendar year(s) in
which a State Need Grant is received and
the prior calendar year.

Documentation of. pjestion 73d, e, and f of the WAshington Financial
Independent Status Aid Form is sufficient documentation of independent

status if the student reports 1980 or before as
the last year of parental support, if the student
is 22 years or older as of June 30,-T985 (as
reported on the FAFNAR).

If a student is under 22 years of age (as of June
30, 1985) and reports the last year of dependency
as 1980 or before, he or she must confirm the
information in a separate statement. The state-
ment need not be signed by the parent(s).

Each independent student must also supply a state-
ment of his or her earnings and liabilities for
the calendar year prior to enrollment as an indi-
cator of his or her financial strength. Informa-
tion for 1983 as collected in the 1984-85 Financial
Aid Form (FAF) is sufficient to satisfy this
requiregent.

If the fioancial aid officer questions the student's
eligibility for a State Need Grant because of

CPE 1984-85 11-6.
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Appendix I.eonc.: Washington State

previous earnings, the nomination form and com-
plete documentation should be sent to the Council
for review. The State Need Grant Review Cmmittee
will consider the documentation and make a recom-
mendation concerning eligibility.

The State Need Index is the result of the following
formula:

SNG Ranking.factor
-SNG Total Family Contribution

STATE NEEO INDEX

Nomination Work Sheet An optional "Nomination Work Sheet" which may be
used by the institution in computing the State
Need Index is shown on page 11-13.

Nomination of A single student will have one of two ranking
Single :Pudents factors, depending on whether he or she lives

with parents during the school year. A single
student who will live with his or her parents
during the academic year will have a SNG ranking
factor of 1970; a student who lives in an apart-
ment or on campus.will have.a SNG ranking factor
of 2770.

To compute the student's State Need Index, his or
her total family contribution (including the
expected parent contribution, if the student is,
or has been dependent on his or her parents for
support at any time during 1981, 1982, 1983. or
1984) is subtracted from the appropriate ranking
factor.

SINGLE STUDENT: LIVES WITH PARENTS

1970 State Need Grant Ranking Factor
Student's Contribution from Assets
Additional Student Resources
Parent Contribution

STATE NEEO INDEX

SINGLE STUDENT: LIVES AWAY FNOM PARENTS

2770 State Need Grant Ranking Factor
Student's Contributien from Assets
Additional Student Resources
Parent Contribution (if applicable)

STATE NEED INDEX
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Appendix I cont.: «ashington State.

Please note that only 707, of the spouse's estimated
academic year income is to be counted as a studcnt
resource. The spouse's estimated school year earn-
ings must be taken from line 39b of the Finencial
Aid Form, rather than from the FAFNAR. The figure
estimated by the student (as adjusted by the finan-
cial aid officer, if appro..:Tiete) is to. be used, as
opposed to the "min;mum contributiun from expected
earnings" which v.0", be consiavred in packaging
aid.. The figure rr not be taken from the FAFNAR,
since the income gawn there will include both
student and spouse's expected earnings for a
twelve-month period.

In order to avoid shifts in the eligible popula-
tion, only 70% of the spouse's estimated school
year income will be considered a resource. (In

prior years the working spouse allowance roughly
approximated that amount.)

Examples of resources which should not be counted
as additional student resources:

-Institutionally-administered financial aid
-Outside scholarships .
-BIA grants
-Food stamps
-Those portions of other agency funds desig-
nated for tuition and fees only
-Student earnings :

(While these resources are not included in the
computation of the State Need Index for nomination
purposes, they must be considered in the student's
overall financial aid award. Further reference to
total resources is included in Chapters IV and V of
these guidelines.)

XXX Although the definition of "independent student"
is essentially the same as used for the federally-
funded financial aid programs, the SUG program
requires parental data for those students who have
not been self-supporting for three calendar years
prior to the academic year for which the SNG is
awarded. Parents' financial information must be
provided and an assumed parent contribution com-
puted for a student who reports dependency on
parents during 1981, 1982, 1983, or 1984 on ques-
tion 73d, e, and f of the Washington Financial Aid
Form. The only exceptions to this requirement are
those students whose parents are deceased, those
who are wards of the court, or those who have been
approved by the SNG Review Committee as having
unusual circumstances which preclude the securing
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Appendix J

NASFAA

REVISED DEFINITION FOR 'INDEPENDENT STUDENT' PROPOSED

dm
Members of NASFAA's Need Analysis Standards Committee have developed a proposed revision In the

criteria for determining whether or not a student applying for Title IV student assistance must

include his or her parental financial information on the need analysis form.

Currently, the law defines an unmarried student as independent, if during the year prior to and in

the year of application that person certifies thai he or she

I. will not live with parents for more than six weeks;

2. will not be claimed by parents as a dependent on any tax return filed for Federal taxes; and

3. will not receive pore than $750 in support from parents.

In Febniary of logs, NASFAA's National Council adopted the rmsition that: "the criteria that is

included in the law to establish independent Student status should be extended to include one

additional calendar year Prior to meeting the conditions for independency beginning in the 1984-83

award year, and that this new criteria, in future years, be subject to ongoing review by all p4rties

involved in the financial aid delivery system." The proposal to add the one additional .!,ear was

deferred by Congress for a variety of reasons, and the Student Aid Tednitical Amendment balls hese

retained the current Statutory definition through the 1986-87 academic year.

However, Since 1983 NASFAA has received numerous comments from the membership, suggestinr that the

current definition needs to be reexamined and modified, so az to incorporate criteria tha: tan more

easily be verified, but which will also provide appropriate assurances that those persons vo truly

are "self-supporting" are not unfairly penalized.

Therefore, in keeping with its charge to re-examine the definition and to develop more appropriate

criteria that might be considered during the upcoming Reauthorization of the Title IV Student Aid

Programs, the Need Analysis Standards Committee has developed an, alternative set of data elements

that can be used to determine whether or not a student must 'include his or her parents' financial

information.

Under the committee's proposal, if an undergraduate student is thenty-t.o (22) years nf age or

younger, on July 1 of an award year, that student would be required to include parental data on the

need analysis form unless the student is: a) An orphan or ward of the court, or both of the

student's parents are deceased; b) married; c) sing:c, but has dependent children of his or hr p.m;

or d) a Veteran of the Armed Services of the United States. Undergraduate students .hu are

twenty-three (23) years of age or older prior to July I of a given award year Lould not have to

include parental data.

In addition, graduate or professional students would not be required to include parental inioroation

on their need analysis forms unless required to do so by the institution they are attendinr.

In addition, the ccemittee has proposed that the institutional financial aid administrator mar

exercise his or her professional judgement to make exceptions in those rises utere thr aid

administrator has knowledge that should be taken into consideration overriding an. of the

requirements for the students to submit parental data.
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Appendix K: National Education Association

10. Efforts shoulo he made to relate cdlle;e work-st.p.

student's academic field of interest whenever Possible.

11. The computation of expected family cantribut:or for st-cent

aid e1'.gibility should realistically take into account :he

family financial burdens which would prevent some prospective st..cents

from entering postsecondary institutions.

12. The commuter allowance under the Pell Grant program should te

increased to reflect actual costs.

13. Student aid and assistance programs should be modified and

expanded to serve nontraditional students.

14. Draft registration should not be used as a criterion ft...,

student aid eligibility.

15. Graduate and professional education should be enhanced :nrouc .

support and development of grant and fellowship .programs for t!'ese

students. A broad needs-based grant program for graduate students

should be created.

16. The definition of the indeperGert stucen: snoulo rot te

further restricted. Students who were not oeclared depenoent "Or '-:::-e

tax purposes by their parents in the orevious year shoula be canslta-ec

independent.
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ILLINOIS STATE SCHOLARSHIP COMMISSION
1 06 Wilmot Road Deerfield, Illinois 60015 312948-8500

SCHOLARSHIPS GRANTS LOANS SECONDAR MARKET (IDAPP)

August 6, 1985

The Honorable William D. Ford
Chairman, Subcommittee on Postsecondary Education
U. S. House of Representatives
239 Cannon House Office Building
Washington, D.C. 20515

Dear Chairman Ford:

I am writing to clarify the position of the Illinois State Scholarship
Commission on the issue of definition of independent student, as contained in
our testimony of August 1, 1985, and to address certain concerns you raised at

that time.

In our testimony, we recommended that the current definition be retained and
that all unmarried non-veterans under the age of 22 without dependents of their
own be prohibited via an "edit check" from changing their dependency status
after they have made an initial application. You expressed some concern over

the in'ty of the child of an unemployed factory worker, for example, to
becom; .-zipated from his parents.

The curl'esit aid application system already addresses this type of problem in an
effective manner, and we do not propose any change. Normally, the expected

family contribution.(EFC) for a dependent student would be calculated utilizing
the parents' prior year's earnings. However, if a family's financial situation
changes for the worse due to 1) death, 2) separation or divorce, or 3) loss of a
job or benefits, the student may fill cut the Special Condition Application for
Federal Student Aia (see attached). This will result in the EFC being calcu-

lated from the parents' current year's earnEugs. In the case of a significant

loss of earnik4s, this will result in a sharply reduced EFC. Often, the student
will be better eff under such treatment than they would be if classified as an

independent.

This prociiihre :as a major factor in our decision to piggyback the Pell Grant

central proceising system. It h:s allowed us to eliminate the vast majority of
our manual appeals, while still remaining sensitive to the special problems of

me clients.
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We, too, share your concern that the system be responsive to the unique needs of

these individuals. However, the best way to deal with these students is not to

classify them as independents. These individuals often remain dependent -

living at home, being taken as a valued exemption an their parents' tax return -

but they are dependent on a family with significantly diminished means.

Again, we wholeheartedly agree that major changes in a family's economic cif:-

cumstances must be dealt with fairly. However, the best way to do this it by

reducing or, in extreme cases, eliminating the parental contribution, !and not by

making a dependent student independent. No proposed system will be perfect, but

our recommendation goes a long way toward reducing the cost to the federal

government of error and abuse, while providing the same protection to the vic-

tims of economic hardship that the current system provides.

We thank you again for allowing us the opportunity to join you in your attempts

to improve our financial aid needs analysis and delivery system. We hope tbis

letter clarifies our position. If you or ylm. staff should have any fl:rther
questions, please feel free to call me ;t (312) 948-8500.

Sincerely,

kJ:), 141Cr-A1-.--
Thomas A. Breyer
Manager, Special Student Aid Projects

TAB:cb
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Special Condition
fipprication for Federal Student aid
1985-1986 School Year

This form is not for everyone.
Read this page to see if it may be the right form for you.

This booklet contains a Special Condition Application that you can use to
apply for Federal student aid for the 1985-88 school year (July 1, 1985 -
June 30, 1988) if your family's financial situation has recently changed for
the worse because of:

death,

or separation or divorce,

or loss of a job or benefits.

(You may need to fill out this Special Condition Application even If
you have already applied for Federal student ald.) if your family's
financial situation has changed for the worse for one of these
reasons, you may meet one of the "Special Conditions" that will allow
you to use this form. But the special conditions are very specific. To
find out for sure, you must read the instructions and start filling out
the form.

Some of the special conditions depend on situations that your parents
may be in; some of them depend on situations that you or your
spouse may be in. The information on pages 7 and 8 explains all of
the conditions, but to find out If one of them applies to you, you will
have to answer the questions in Sections A and B of the form. If you
find out after answering the questions In Sections A and 13 that you
don't meet one of the special conditions, you can stop there.

If you find out that this is not the right form for you, fill out an ap-
plication for Federal student aldlf you haven't already done so. Con-
tact your high school counselor or a college financial aid office to see
which form you need to fill out.
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INFORMATION ON THE PRIVACY ACT AND
USE OF YOUR SOCIAL SECURITY NUMBER

The Privacy Act of 1974 says that each Federal agency that
asks for your social security number or other :nformation must
tell you the following:

1. its legal right to a.:k for the information and whether
the law says you must give it

2. what purpose the agency has In asking for it and how
it will be used,

3. what could happen if you do not glve 1.

Our legal right to require that you provide us with your social
security number for the Pell Grertt and Guaranteed Student
Loan programs is based on Section 7 (a) (2) of the Privacy
Act of 1974.

You must give us your social security number to apply for
a Pell Grant or a Guaranteed Student Loan. We need the
number on this form to be sure we know who you ere, to pro-
cess your acclIcation, and to keep track of your record. We
also use ycur social security number In the Pell Grant Pro-
gram In recording information about your college attendance
and progress, In maidng payments to you directly in case your
college does nst handle this, and In making sure that you have
received your money. If you do not give us your social security
number, you will not get a Pell Grant or a Guaranteed Stu-
dent Loan.

We also ask you to voluntarily glve us your social security
number If you are using this form only to apply for financial
aid under the College WorkStudy, National Direct Student
Loan, and Supplemental Educational Opportunity Grent pro-
grams. We use your social security rernber in processing your
application. II you do not give us your social security number,
you may still receive financial aid under these three program.

Our legal right to esk for ell information except your social
security number Is based on sections of the law Mat

authorizes the Pell Grant SuPplemental Educational Oppor-
tunity Grant, College Work-Study, National Direct Student
Loan, and Guaranteed Student Loan programs. These sec-
tions include sections 411, 4139, 443.464. 425, 428, and 482
of the Higher Education Act of 1965, as amended.

If you are applying for Federal student aid under all five pro-
grams. you must fill C everything on the application form
except questions 10, 41, and 42. But if you are not applying f or
a Pell Grant or e Supplemental Educational Opportunity Grant.
you can also skip question 8. If you are not applying for a Pell
Grant or a Guaranteed Student Loa n. you can skip questions
31a.31h. and 31c (as well as questions 10.41. and 42). Finally,
H you are only a pplying lor e Pell G rant, you can skip questions
10,16, 17, end 19b 85 well 85 questions 41 and 42. If you skip
question 42. we will eOunt your answer as "No" for that
question.

We ask for the information on the form so that we can figure
your "student eld Index" and "expected family contribution"
The student ald Index is used to help figure out how much
of a Pell Grent you will get, if any. The student aid Index or
the expected family contribution may also be used to figure
out how much other Federal financial aid you will get. if any.
While you are not required to respond, no Pell Grant may be
awarded unless this Information is provided and filed as re-
quired under 20 U.S.C. t 070a: 34 CFR 690.11.

We will send your name, address, social security number,
date of birth, student ald indices, student status, year In col-
lege, end State of legal residence to the college you list in
question 41 even If you check "No" in question 42. This in-
formation will also go to the State scholars..., agency In your
State of legal reskience to helix them coordinate State finan-
cial ald progrems with Federal student aid progrems. Also.
we may send Information to members of Congress if you or
your parents ask them to hells you with Federal student eld
questions. We may elso use the information for eny purpose
which Is a "routine use" listed in Appendix B of 34 CFR 5b.
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What Can I Apply For With This
Applicatlon?

If you meet one of the "special conditions," you
can use the form In this booklet in the same way
that you would use the regular Application for
Federal Student Aid (AFSA)as the first step in
applying for financial aid from five student
assistance programs offered by the U.S. Depart-
ment of Education. The five programs that you can
apply for with this form can help you pay for most
kinds of education after high school, whether you
are attending a professional school, a vocational
or technical school, or college. This application is
for Federal financial aid for the 1985-1986 school
year (July 1,1985June 30, 1986).

The information on thie page will answer some of
your questions about these five programs. The in
struClions in this bookkl will tell you what info',
mation you have to pra.ide on the form. If you
have any questions aftr r you have read the in-
structions, talk to your high school counselor or
the financial aid admk-ivt.-t.tEtr at the school you
want to attend.

What Are The Flve Federal Financial
Aid Programs?

Pell Grants
Pe)l Grants are awarded to students who need
money to pay for their education or training after
high school. A Pell Grant Is not a loan, so you
don't have to pay it back. To get a Pell Grant, you
must be an undergraduate who does not already
have a Bachelor's degree. You must also go to
school at least half-time.

Supplemental Educational Opportunity Grants (SEO'n
SEOG's ate also grants; you don't have to pay
them back. To get an SEOG, you must be an
undergraduate who does not already have a
Bachelor's degree. Usually you must be going to
school at least half-time. However, some schools
award SEOG's to a few students who are less than
half-time.

College WorkStudy (CW-S)
CWS jobs let you earn money to put toward your
school expenses. These Jobs are for both
undergraduate and graduate students. Usually you
must be going to school at least halftime.
However, some schools award a few CW-S jobs to
students who are less than halftime.

National Direct Student Loans (NDSL)
NDSL's are low interest loans made through your
school's financial aid office. You must repay this
money. These loans are for both undergraduate
and graduate students who are goMg to school at
least half-time.

3

Guaranteed Student Loans (GSL)
GSL's are low interest loans made to you by a
lender such as a bank, credit union, or savings
and loan association. You must repay this money.
These loans are for both undergraduate and
graduate students who are going to school at
least half-time.

Who Can Get Aid From These Federal
Financial Aid Programs?

To receive financial aid from these programs, you
must:

be a U.S. citizen or an eligible noncitizen

be registered for the draft with Selective Service
if you are a man who is at least 18 years old
and born after December 31, 1959 and who is
not a current member of the active armed
forces

have financial need. The U.S. Department of
Education and your school will use the informa-
tion you put on this form to determine your
need.

attend a school that takes part in one or more
of the programs

be enrolled at least half-time (except for CW-S
and SEOG)

be working toward a oegree or certificate (ex-
cept for GSL)

be making satisfactory academic progress (as
defined by your school)

Do All Schools Take Part In These Flve
Federal Financial Aid Programs?
No. But more than 6,500 colleges, universities,
hospital schools of nursing, vocational, and
technical schools take part in one or more of
them. Contact your school's financial aid ad-
ministrator to find out which Federal programs
your school participates In.

Where Can I Get More Information On
Federal Financial Aid?
This booklet gives you only a brief summary of the
five financial aid programs offered by the U.S.
Department of Educatlon. Each financial ald pro-
gram has Its own special features and procedures.
In addition to the information you can get from
your high school counselor or your school's finan
cial aid administrator, you can also find out what
each program offers and how It operates by
reading tne booklet: The Student Gulde: Five Federal
Financial Ald Programs, 1985-88.
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To get a free copy, write to:

Federal Student Aid Programs
Department DEA-86
Pueblo, CO 81009

What Happens After I Mall In This Form?

Within four to six weeks after you mall in this
form, the US. Department of Education will send
you a Student Aid Report (SAR). On the SAR will
be a request for further Information or a number
called a Student Ald Index (SAI). We use a formula
established by law to figure this number from the
information you give us on the application or the
SAR. Your school or the U.S. Department of
Education may ask you to prove that the informa .
tIon you give on this application Is true.

What Is My Student Ald Index (SAI)?

The SAI is a number that tells whether you may be
able to get a Pell Grant. If you can get a Pell
Grant, the financial aid administrator at your
school will use this number to determine the
amount of your award. Even if you don't qualify for
a Pell Grant, you may still qualify for one or more
of the other four programs. Be sure to ask your

financial aid administrator If your school needs
any additional Information from you for these
other four programs.

What Happens If I Don't Get An SAR Or I
Need Another Copy Of My SAR?

If you don't get an SAR within four to six weeks, or
you need another copy of your SAR, wnte to:

Federal Student Aid Programs
P.O. Box 4153
Iowa City, IA 52244

Give your name, address, social security number,
and date of birth. Be sure to ask for another copy of
your 1985-86 SAR. If your address has changed
since you sent In your application, be sure to give
us both your old and your new address. Be sure to
sign your letter.

DEADLINE: May 1, 1986

we must receive your form by May 1, 1986.
However, you should apply as early as possible,
because mailing In your form Is only the first step
in applying for Federa: student aid. Sehools often
have earlier deadlines that you will have to meet.

NOTE:
If you are applying for Federal Student Aid under all five programs, you do
not have to answer questions 10, 41 and 42.

If you are only applying for a Supplemental Educational Opportunity Grant,
you do not have to answer questions 10, 31a, 31b, 31c, 41 and 42.

If you are only applying for a Guaranteed Student Loan, you do not have to
answer questions 8, 10, 41 and 42.

If you are only applying for a Pell Grant, you do not have to answer ques-
tions 10, 16, 17, 19b, 41 and 42.

If you do not answer question 42, we will count your answer as "No."

WARNING
You are allowed to estimate your expected 1985 family income on this form.
If you have questions about how to estimate your income, contact your
financial aid administrator for help. Please note that you may be asked at
the end of the year to prove that this expected 1985 income information is
true. If you get Federal student aid by giving incorrect information, you will
have to pay it back.

Also, you should know that if you purposely give false or misleading infor-
mation on this form, you may get a $10.000 fine, a prison sentence, or both.

4
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'INSTRUCTIONS
Rued ths Instructions as you fill out this form.
Most mistakes result from not reading the instruc-
tions. Mistakes will delay the processing of your
application.

The instructions for this form will usually answer
questions that you have. If you need more help,
contact a guidance counselor at your high school
or the financial aid administrator at the college
you plan to attend.

Although other people (besides the student who Is
applying for aid) may help fill out this form, It is
about the student. When we use the words "you"
and "your," we always mean the student. When
we use the word "college." we mean a college.
university, graduate or professional. vocational or
technical school, or any other School beyond high
school.

Records You Will Need

Get together these records for yourself and your
family:

1984 U.S. inco...a tax return (IRS Form 1040.
1040A. or 1040EZ)
1984 State and local income tax returns
W-2 Forms and other records of money earned
in 1984
Records of untaxed Income, such as welfare,
social security, AFDC or ADC, or veterans
benefits
Current bank statements
Current mortgage information
Records of medical or dental bills that were
paid in 1984
Business and farm records
Records of stocks, bonds, and other
investments

Keep these records. Your school may ask to see
them, to check the Information you reported on
your application.

Information for 1984. This form asks a few questions
about the income that you (or your parents) received
in 1984. If you (or your parents) filled out a 1984 U.S.
Income tax return (Form1040. 1040A, or 1040EZ),
you must copy some information directly from the
tax return.' Even if you (or your parents) don't file
tax returns, you will need to tell us how much
income. If any, you (or your parents) earned In 1984.

Expected amounts. This form will also ask you about
expected income and expenses for 1985. This will

'If you or your parents flied a 1984 Income tax return with a
central government outside the United States, use the Inform.
bon from that tax return to fill out this form. Convert an figures
to U.S. dollars.
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include any income and expenses that you (or your
parents) have had from January 1. 1985 until now,
and any that you (or your parents) expect to have
from now until December 31. 1985. The instructions
will tell you how to figure these expected amounts.

Note: Don't report funds that you or your parents received as
an award under the Distribution of Judgement Funds Act, the
Alaska Native Claims Settlement Act, or the Maine Indians
Claims Settlement Act as income or assets. Don't report pro.
perty as an asset if: (a) It may not be sold or nave loans Placed
against it without the consent of the Secretary of Interior, or (b)
the property Is held In trust for you or your family by the U.S.
government.

When You Fill Out This Form

Use a pen with black or dark ink: don't use a
pencil.
Print carefully, so that your form will be easy
to read.
Ro:ind off figures to the nearest dollar.

This booklet contains two copies of the form. Use
one copy as a worksheet, and then be sure to
keep it and this booklet for your own records.
Your school may ask to see your copy of the form
or the worksheets in the booklet to make sure you
are getting the right amount of aid.

Section A Student's information

Write in this section information about the student
who is applying for aid.

1. Write in your last name, first name, and middle
initial. Print carefully.

2. Write in the address where you normally will
be receiving mail. All mall will be sent to this
address. Don't use the address of the financial
aid office or any other office at a school.

3. Write In your social security number.

4. Write in your birth date. For example, If you
were born on July 1965, you would write in:

AZgbt_Shal
Month Om Year

5. Write in the two-letter abbreviation for your
State of legal residence. USe the State ab-
breviation list below:

State Abbreviations
AL AIIMan. CU Gaon CY Shom0 TN Tommy,.,
AP AMOY NI Nom. NE Note.. TY rpm
AS AmenCan Soma ILI IS. NV Nomas TT TN. TNNIOM
AI ArNOPO IL lomNo NOI No. mom... Wan?. N.V.
AP Am..* IN INONNa NJ C. !NM, S CAJOIJM
CA Coldomm IA /s. NYI Nom Moava INNMOI
CO C.0.60 CS Nossas Cy No. vots UT Ulan
CM Da.mnent or CV CoNwoor NC Naafi Corplona VT Vemonl

IrM NONNNs LA laotiana NO Nodh Dsiols VI Mops INNVO
MonOn 14.0. Me MOM/ OM O. VA ...mom

VI Gonads ND Nreand ON OrdstaNda WA Wasndnoion
CT Coo.sticut MA MouboNaMIII, OR Onroos WV West Vona.
DE Way.,, CI Weapon Pa Pannsesanaa WI %scans.
DC 04.41 or CC Calawals PR Nano M. WY Woommg

C.o.. ms M,onompo RI RMS. MONO
FL MaNt 00 Wog.. SC SOCIVI C..10.
GA Wag., MT CIOniono SO SOMII D.O.S.

II MO Pats 01 residencs Is nOt Included above. land 14 Slue obtomatan bans
WM INN* Ilm mono 01 row ear and Ismory or country In Ow srac ter Dlr.

5
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If you are a U.S. citizen as of the date you
complete this application, check box (a) and
go on to question 7. Check box (b) If you are
one of the following:

U.S. national
U.S. permanent resident, and you have an
Alien Registration Receipt Card (I-151 or 1.551)
Permanent resident of the Northern Mariana
Islands
Permanent resident of the Trust Territory of
the Pacific Islands
Other eligible non-citizen with a Departure
Recordll-94) from the U.S. Immigration and
Naturalization Service showing any one of the
following designations:
(1) "Refugee"
(2) **Asylum Granted-
(3) Indefinite Parole" andfor "Humanitarian

Parole"
(4) "Cuban-Haitian Entrant"

If you cannot check box (a) or (b), you must
chock box (c). If you are In the U.S. on only an
Fl or n student visa, only a J1 or J2 exchange
visitor visa, or only a G series visa (pertaining to
international organizations), you must check box
(c).

'. Check your year in college from July 1. 1985
to June 30, 1986. Check only une box. A
"graduate or professional" program is usually
a program you begin after you graduate from
college.

L Check "No" If you do not have a Bachelor's
degree and you will not have one by July 1,
1985.

Check "Yes" if you already have a Bachelor's
degree or will have one by July 1, 1985. Check
"Yes" If you will have a degree from a univer.
sity in another country that is equal to a
Bachelor's degree.

). Check the box for your marital status as of the
date you complete this application.

). Write in the number of dependent children you
have. If you have no dependent children, write

I. Check "Yes" If your spouse will be attending col-
lege at feast half-time during 1985-86. Check
-No" if your spouse will not be attending college
at least half-time or if your spouse is uncertain
about attending college in 1985-86. Also check
"No" if you are not married.

;ectton B Student's Status

Men we say "parents" In Section B of the form,
re mean your mother and/or father, or your &low
Are parents. In some cases, we mean a legal guar-
ian who has been appointed by a court. We don't
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mean foster parents and, for this section, we don't
mean stepparents. (But later In the instructions,
we will tell you II information about your step.
parents is required.)

Before you answer questions 12. 13, and 14, read
the descriptions below and check the box next to
the one that is true for you.

0 Your parents are both living and married to
each other. Answer the questions In Section B
about them.

0 Your parents are divorced or separated.
Answer the questions In Section B about the
parent you lived with most In the last 12
months. For example, if you lived with your
mother most, answer questions 12, 13, and 14
about her, and not about your father.

If you didn't ilve with either parent, or you
lived with each parent an equal number of
days, answer the questions in Section B about
the parent who provided the greater amount of
support to you in the last 12 months. However,
if you didn't get support from eltl'or parent, or
if each parent presided you with an equal
amount of support In the last 12 months,
answer the questions in 'Section B about the
parent who provided the greater amount of
support to you during the most recent calen-
dar year that you actually were supported by a
parent. (Support Includes money, gifts, loans,
housing, food, clothes, car, medical and dental
care, payment of college costs, etc.)

0 Your parent Is widowed or single. Answer the
questions in Section B about your widowed or
single parent.

0 Your parents are both dead and you don't have
an BoloptIve parent or a legal guardian. Answer
"No" to an questions In Section B, and fill out
ths gray shaded areas on the rest of thls form.

0 You have a legal guardian. Answer the ques-
tions in Section B about your legal guardian.
This is only a person whom a court has (a) ap-
pointed to be your legal guardian and (b)
directed to support you with his or her'own
financial resources. Check this box only If
your legal guardian fits this definition, and this
legal relationship will continue after June 30,
1986.

0 You ars a ward of the court. Answer "No" to
all questions In Section B, and fill out the gray
shaded areas on the rest of thls form.

Now answer questions 12, 13, and 14, based on
which box you checked. Answer all three ques-
tions for both 1984 and 1985. If you leave any
answer blank, we will count it as "Yes."
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12. If you lived with your parents for more than six
weeks (a total of 42 days) In 1984 or you will in
1985, you must answer "Yes." You must answer
"Yes" even if you pay your parents for room and
board.

13. If your parents claimed you on their U.S. income
tax return for 1984. or if they will claim you for
1985, you must answer "Yes."

14. If your parents gave you more than $150 worth of
support in 1984. or if they will do so in 1985. you
must answer "Yes." (Support includes money.
gifts, loans, housing, food, clothes, car, medical
and dental care, payment of college costs, etc.)

Important Instructions for Determining
Your Special Condition, and for Sections
C, D, & E

If you are married as of the date you complete
this form, you are married for the purpose of
deciding which areas of the form you must fill out.

Unmarried students. (Single, separatp& divorced,
or widowed)

If you answered "Yes" to any of the questions
in Section B, you must fill out the red shaded
areas on the form with Information about your
parents. Start by reading the "Special Condi.
tion" Instructions on pages 7 and 8. Follow
the instructions under "Special Condition for
Parents" to find out if you meet one of the
conditions. in Section C, answer questions
15-19. In Section D. give financial information
about your parents for questions 22-30, but be
sure to answer questions 31 and 32 about
yourself. In Section E, give financial informa.
Min about your parents. Don't fill out the gray
shaded areas.

if you answered "No" to all six questions in
Section 8, you must fill out the gray shaded
areas on the form with information about

. yourself. Start by reading the "Special Condi.
Von" instructions on page 8. Follow the in.
structions under "Special Condition for the
Student (8 Spouse)" to find out if you meet

, one of the conditions. In Section C. answer
questions 20 and 21. In Section D. give linen-
cial information about yourself, but don't

". answer questions 31 and 32. In Section E. give
financial information about yourself. Don't fill
out the red shaded areas.

Married students.

If you answered "Yes" to any of the questions
In Section 8 for the year 1985, you must fill
out the red shaded areas on the form with in-
formation about your parents. Start by reading
the "Special Condition" Instructions on pages
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7 and 8. Follow the instructions under
"Special Condition for Parents" to find out if
you meet one of the conditions. In Section C,
answer questions 15-19. In Section D. give
financial information about your parents for
questions 22.30. but be sure to answer clues.
tions 31 and 32 about yourself and your
spouse even if you were not married in 1984. In
Section E, give financial information about your
parents. Don't fill out the gray shaded areas.

If you answered "No" to all three questions in
Section B for the year 1985. you must fill out the
gray shaded areas on the form with information
about yourself and your spouse, even if you were
not married in 1984. Start by reading the "Special
Condition" instructions on page 8. Follow the
instructions under "Special Condition for the
Student (8 Spouse)" to find out if you meet one
of the conditions. In Section C. answer questions
20 and 21. In Section D. give financial informa-
tion about yourself and your spouse. Don't
answer questions 31 and 32. In Section E. give
financial information about yourself and your
spouse. Don't fill out the red shaded areas.

Special Condition

If non( of these conditions epplies to you, then
you hrve the wrong form. Instead, fill out an Ap-
plication for Federal Student Aid (AFSA), or one of
the other approved forms. If you haven't airpTiy
done so.

Special Condition for ParentsRead this serlion if
you are filling out the red shaded areas of the form
with information about your parents.

Read the following conditions carefully. If one of
them applies to you. folloW the instruction for that
condition. Leave the other conditions blank.

A. Does not apply.

B. A parent who earned money in 1984 has lost his
or her job for at least 10 weeks in 1985.

After "8" in the red shaded area of the form,
write in only the number of weeks in 1985 that
the parent has already been out of work. This
must be at least 10 weeks.

C. A parent who earned money in 1984 has not
been able (for at least 10 weeks in 1985) to earn
money in his or her usual way. This must be the
result of either a disability or a natural disaster
that happened in 1984 or 1985.

After "C" In the red shaded area c! The form,
write in only the number of wt,eks so far In 1985
that the parent has been una ble to earn money in
the usual way. This must be at least 10 weeks.
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D. A parent who received unemployment compen
sation or some other type of untaxed income
or benefit in 1984 has completely lost that in-
come or benefit for at least 10 weeks in 1985.
The untaxed income or benefit must be from a
public or private agency, from a company, or
from a person because of a court order. (Don't
include loss of veterans educational benefits.)
Untaxed income and benefits include things
!Ike:

Social security benefits (including
Supplemental Security Income)

- Court-ordered child support
- Untaxed retirement or disability benefits
- Welfare benefits
- Aid to Families with Dependent Children

(AFDC or ADC)

After "D" in the red shaded area of the form.
write in only the number of weeks so far in 1985
that the parent has not received the income or
benefit. This must be at least 10 weeks.

E. You have already applied for Federal student
aid and, since that time, your parents have
gotten separated or divorced.

After "E" in the red shaded area of the form, write
in the date they got separated or divorced.

F. You have already applied for Federal student
aid and, since that time, a parent has died.

After "F" in the red snaded area of the form, write
in the date that parent died.

If one of these conditions applies to you and you
have filled In the date or time period on the form,
continue by reading all the instructions under
"Parents' Information" and filling out the red shaded
areas on the form. Answer questions 15-19 and then
give your parents' income and expense information.
Don't fill out the gray shaded areas.

Special Condition for the Student (& Spousa)
Read this section if you are filling out the gray
shaded areas of the form with information about
yourself (and, if you are married, about your
spouse).

Read the following conditions carefully. If one of
them applies to you, follow the Instruction for that
condition. Leave the other conditions blank.

A. You worked full-time (at least 35 hours a week)
for at least 30 weeks in 1984, but you are not
working full-time now.

After "A" in the gray shaded area of the form,
write in the number of weeks in 1984 that you

8
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worked luiltime and the number cf hours per
week that you worked during this time. Give
information only about yourself, not about
your spouse.

B. Your spouse, who earned money in 1984, has
lost his or her fob foe at least 10 weeks in 1985.

After "B" in the gray shaded area of the form,
give only the number of weeks in 1 985 that
your spouse already has been out of work.
This must be at least 10 weeks. Don't give In .
formation about yourself hero.

C. You (or your spouse) earned money in 1984. but
have been unable (for at least 10 weeks in 1985)
to earn money in the usual way. This must be the
result of either a disability or a natural disaster
that happened in 1984 or 1985.

After "C" In the gray shaded area of the form,
write In only the number of weeks so far in
1985 that you (or your spouse) have been unable
to earn money in the usual way. This must be at
least 10 weeks.

D. You (or your spouse) received unemployment
compensation or some other type of untaxed
income or benefit in 1984, but have completely
lost that income or benefit for at least 10 weeks
in 1985. The untaxed income or benefit must be
from a public or private agency. from a company,
or from a person because of a court order. (Don't
include loss of veterans educational benefits.)
Untaxed income and benefits include things like:

- Social security benefits (including
Supplemental Security Income)
Court-ordered child support

- Untaxed retirement or disability benefits
- Welfare benefits
- Aid to Families with Dependent Children

(AFDC or ADC)

After "D" In the gray shaded area of the form,
write in only the number of weeks so far in 1 985
that you (or your spouse) have not received the In .
come or benefit. This must be at least 10 weeks.

E. You have already applied for Federal student
aid and, since that time, you and your spouse
have gotten separated or divorced.

After "E" In the gray shaded area of the form,
write in the date you got separated or
divorced.

F. You have already applied for Federal student
ald and one of these two things has happened:

- Since the time you sent in your original
application, your spouse has died.
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Special Condition
Application for Federal Student Aid

7me.
0.8 11.0111

Ca Gable

0110504 Snant
lancet Asmara

School Year 198946 WARNING: If you purposely give false or misleading information on tnis
application form, you may gel a M.= fine, a pnson sentence, or both.

Section A Student's Information
1. Student's Nam

2. si.ei,nrs permaront mating et:MR.4
(See Page 5 for State abbresiaten
Mal will be sent to Ms address.
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1111t1111111111111t11111111
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Cdy

1-L-S

LaJ Lai LU
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lenwe weY 0 WM./man) 0 Fmlyeer irodune or
an boll 0 2.0 loonarnoret Molessann (beyond

0 3rtl (war) Dometor's agree)
0 ea Inman CI Cossrssna srulsor.
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LJ
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I
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8. WIN the student Mee a Mst Ilacholoea degree by .hdy 1.1145?
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O No

9. The etude., le C unmarred lancet. awned, wnowas
0 maned
0 warned

10. How many dependent children don Me student hem? I-1
of none, snits In -0:)

11. we as. sweenrs spews be attending college at best WI-6nm
during 1185-0111.

0 Yes
13 NO

Section B Student's Status
Read the Instructions on page 6 to find out who counts as the student's parent before you answer 12, 13, and 14.
If you leave any answer blank, It WO be counted as "yes."

Yrs Na
12. ea 0, Ms the ebadent Ms wan Ile penile 1or More than Ns "webs 142 days! In 1144? V[I. [1° In 1415? 0 0
13. Did or MN the parents dean the student as US. Income tax eannodon In 1164? 1:1 1:1 In 1145? 0 0
14. ow . ma es. student get more Von Nu woof, oI swoon hors IN Pes.s. In 1.64? 1:1 1:1 Is sus? 1:1 1:1

Unmarried Students (Single. eepereled. divareed. or vrodowedt Married Studonts
If you answered"Yes. to any of the clue stions in Section13.0 0 u If you answered -Yes" to any of me question. In Section e. to,
must fill out the RED shaded meas. the year %Myatt must fin out the RED shaded areas.

' If you answered "No' to all 8 questions in Section 4 you must Rye,. answered "No' to Me 3 questions In Section 13 for the
fill out me GRAY shaded anus. year 1985. you mat MI out Me GRAY stunted areas.

Special Condition PARENTS
A. Dale OM Mee
B . is ma
C. I I !Vassals ma
O . l_j_jeleelmln111115

FM al en AppricatIon for rsesns E. L_L.JososaL-Llow Lu_resss
Student AM (AFSA) 'netted. F. I I lesseL-LJoss

You must reed the 'Wroclaw on
pops 7 and 5 for UM mann. If
none or the condltlang wary to
you. Men you hem the wrong torn,

STUDENT (II SPOUSE)
A. I I lereelel_LJNo... pereemi
B. L_I-Jsrests is loss
C. L_I-JvasAs is loss
O . u_JvasAs isrd
E. Wong LUNT 1-1-1Yeer
F. i_j_jatantal_L-10.1 L-1-traw

Section C Household Information
PARENTS
NOTE: tf your parents we separated or dim:aced, II the parent
reed the Instructions on pap 13 Wore going on.

15. The weals. amen wanes. Ana. Is
C rue 1:1 amass
12 mamas Cls005e.d
CI Maned

le. The bonnie. Mete or legal noldenos Is I_J_J

17. Ts. se. so tar sir. swat w L_L-1

STUDENT (I SPOUSE)

20. The total else or the etudentl
household during 11185-1914 wI5 be LU
Include the student and nuenrii somas and dependent children.
Include other people only It they meet the definition In the
Instructions.

ED Form 255-2

is widowed or single, Of If you here stepparent, you must
18. tas WWI star ar

Me haweedd during 11411-111141 be LU
Incepe Ow MAW Gan II Imam date not bee al hop.
Mann parents er.5 wave' WM, dependent children.
Include other mob, Only We,.y met OM dream er Om Manama

19. uu atm ...am is le,
Asa ow MI be In miss dosing 1114.111?
Maids Ow sedan Mas harottlol ha ad and arms
lorebe Le 1.g. m Mon Waal.

fel Of the mosener lle.
Asa mayor Me Prodentre pewit MI be In conese
at beet nelehmi Mein. 11411.11411? Li

Li

21. of Me numb. In 20,
bra many MU be In college during 114544?
enctude tne WOW spec Mann IM obo wt." *be " bern
scene at Mal herlans

6 6



612

Section D Income and Expense Information .
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Special Condition
Application for Federal Student Aid
School Year 1985-86
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- Since the time you sent in your original
application, a parent has died.

After "F" in the gray shaded area of the form,
write in the date your spouse or parent died.
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r.;
. If ono of thaws conditions applies to you, and you

have filled out the date or time period on the form, !
continue by reading all the Instructions under
"Student's (8 Spouse's) Information" and filling
out the gray shaded areas of the form. Answer
questions 20 and 21, and then give your (and your :

spouse's) income and expense information. Don't
fill out the red shaded areas.

Section C Household Information

Parents' informationred shaded areas

Fill out this section with information about your
parents,

if your parents ars separated or divorced, or If
your parent Is widowed or single. Give Information
only about the parent that you counted In Section
B. If that parent has married or remarried, read the
next paragraph.

If you have a stepparent. If the parent that you
counted In Section B has married or remarried,
you must also Include information about your
stepparent (even if they were not married in 1984) if
either.

you lived with your stepparent (and parent) for
more than six weeks (a total of 42 days) in
1984 or you will in 1985:

or you got or will get more than $750 in support
from your Stepparent in 1984 or 1985.

If you are reporting information about your step-
parent, note that whenever we say "parents" on
the rest of this form, we also mean your
stepparent.

15. Check the box for your parents' marital status
as of the date you complete this application.

Show the current marital status of the people
that you give information about on this form.
For example, If you must glve Information
about your mother and stepfather, check the
box that says "married," because your mother
and stepfathur are mahried.

18. Write In the two-letter abbreviation for your
parents' State of legal residence as of the date
you complete this application. See the list of
State abbreviations under the Instructions for
question 5.

17. Write in the age of your older parent as of the
date you complete this application.

18. Write in the number of people that your

'

,
r

13

parents will support between July 1, 1985 and
June 30. 1986. Include your parents, yourself.
and your parents' other dependent children. If
you (the student) have dependent children,
also include them. Include other people only if
they now live with and get more than half of
their support from your parents and will con-
tinue to get this support between July 1, 1985
and June 30. 1986. Don't include your (the
student's) spouse.

19. a. Writa in the number of people from ques-
tion 18, including yourself, who will be going
to college or other schools beyond the high
school level between July 1. 1985 and June 30.
1986. To be included here, each student must
be enrolled at least half.time. Half-time means
the student is taking at least 6 credit hours
per term. If the school uses clock hours, the
student must be attending at least 12 clock
hours per week.

b. Write In the number of your parents who
were included in 19(a).

Student's (8, spouse's) Informationgray shaded
Mai
Fill out this section with Information about
yourself (and your spouse), If you are divorced or
separated, don't include information about your
spouse.

20. Write In the number of people that you (and
your spouse) will support between July 1, 1985
and June 30, 1986. Include yourself, your spouse,
and your dependent children. Include other
people only if they now live with and get more
than half of their support from you (and your
spouse). and will continue to get this support
between July 1. 1985 and June 30. 1986.

21. Write In the number of people item question
20, including yourself, who will be going to
college or other schools beyond the high
school level between July 1, 1985 and June 30.
1986. To be included here, each student must be
enrolled at least half-time. Half-time means the
student is taking at least 6 credit hours per term.
If the college uses clock hours. the student must
be attending at least 12 clock hours per week.

Section 0 income and Expense information

Income and Expense information for 1984
and 1985

If the Instructions tell you to skip a question,
leave It blank. If yOur answer to any other question
Is "none" or "zero," put a zero in the answer
space. Don't leave it blank. For example:

$
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Fill in the answers in this section ueing 1984 and
1985 financial records. The kinds of records we
mean are: statements of income earned in 1984 and
statements of untaxed income received in 1984 (like
social security. Aid to Families with Dependent
Children [AFDC or ADC), Railroad Retirement
Benefits, disability and welfare benefits).

If you are giving information for only one parent, and
that parent filed (or will file) a joint tax return for
1984, give only that parent's portion of the income
and expenses asked for in questions 22-24.

If you are divorced, separated, or widowed, and you
filed (or will file) a joint tax return for 1984, give only
your portion of the income and expenses asked for
in questions 22-24.

Important When figuring your income for ques-
tions 22,23, 24, 25, 26,28, and 31, don't include
any earnings from student financial aid pro-
grams which are based on financial need. Need-
based student aid Includes earnings from the
College Work-Study Program and earnings from
any other work prOgrarn which ytild participated
In based on your financial aid administrator's
determination of financial need. If you had ajob
under a cooperative education program, and
you got it based on your school's determina-
tion of your financial need, don't include earn-
ings from that job. If an amount that you copy
from a U.S. Income tax return Includes earnings
from a need-based student aid program, sub-
tract them before you write In that amount.

Income and Expenses for 1 984

22.1994 Incom from IRS Form 1040, line 32;
1040A, line 14; or 1040E2, line 3

If your parents dld not and will not file a 1984
U.S. income tax return, skip to question 23.

If your parents did file a 1984 U.S. income tax
return, write In the number from their Form 1040,
line 32; 1040A, line 14; or 1040EZ, line 3.

If you (and your spouse) did not and will not file
a 1984 U.S. income tax return, skip to question
23.

If you (and your spouse) did file a 1984 U.S.
income tax return, write in the number from your
Form 1040. line 32; 1040A, line 14; or 1040EZ,
line 3.

If a U.S. Income tax return for 1984 has not yet
been completed, but will be. we strongly recom-
mend that you complete one now.

Use the worksheet in the next column only if you
cannot get a U.S. tax form.

14
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Worksheet for question 22
Wages. utarles. tips. etc.
(Don't Include student financial aid.)

Intelsat Income

Dividends after IRS exclusion

Other taxable Income (alimony facai.vd,
business and lam income. PaPital gains,
pensions. annuities. rents unemployment
compensation. social secunty. Railroad
Retirement, and all otner taxable income).

Ada all of the numbers In the column. .
Subtract IRS allowable adjustments to
Income (moving expenses. employee
business expenses. payments to IRA and
Keogh accounts. interest penalty on aarly
withdrawal of savings, alimony paid. and
deduction for mernad coup a when both
work).

This is your answer for question 22
TOTAL

.00

.00

.00

oo

.00

.00

23. Income earned from work In 1984
Write in the amount of income earned from work
in 1984 by your father in question 23a and by
your mother in question 23b.

II you skipped question 22 because your parents
did not and will not file a U.S. income tax return
for 1984, include your parents' earnings frorn
work in 1984. Add up the earnings from your
parents' W-2 forms and any other earnings from
work that are not included on the W-2.
If you answered question 22, include the "waget
salaries. tips. etc." from your parents' form 1048
line 7; 1040A, line 6; or 1040EZ, line 1. If your
parents filed a joint return, report your father;8.
and mother's earnings separately. If your pareffis
own a business or farm, also add in the numbers
from Form 1040, lines 12 and 19.

zr, Write in the amount of income earned from work
in 1984 by you in question 23a and by your

1. spouse in question 23b.

If you skipped question 22 because you (and/or
your spouse) did not and will not file a U.S.
income tax return for 1984. include your (and
your spouse's) earnings from work in 1984. Add
up the earnings from your (and/or your spouse's)

, W-2 forms and any other earnings froill work that
are not included on the W-2.

If you answered question 22, include the "wages,
salaries, tips. etc." from your (and your spouse's)
Form 1040, line 7; 1040A, line 6; or 1040EZ, line
1. II you filed a joint return, report your and your
spouse's earnings separately. If you (or your
spouse) own a business or farm, also add in the
amounts from Form 1040, lines 12 and 19.
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24. Untaxed income and benefits for 1984

a. Social security benefits tor 1984
Write in the amount of untaxed social security
benefits (including Supplemental Security
Income) that your parents got in 1964. Don't
include any benefits reported in question 22.
Don't report monthly amounts. Be sure to
include the amounts that your parents got for
you end their other children, but don't include
any educational benefits, even if they are part of
your parents' social security check.

Write in the amount of untaxed social security
benefits (including Supplemental Security
Income) that you (and your spouse) got in 1984.
Don't include any benefits reported in question
22. Don't report monthly amounts. Be sure to
include the amounts that you got for your chil-
dren. Don't include any educational benefits.

b. Ald to Families with Dependent Children
(AFDC or ADC) for 1984

Write in the total amount of benefits that your
parents got in 1984 from Aid to Families with
Dependent Children. (These are usually called
either AFDC or ADC benefits.) Don't report
monthly amounts. Don't report social security
benefits here.

Write in the total amount of benefits that you
(and your spouse) got in 1984 from Aid to
Families with Dependent Children. (These are
usually called either AFDC or ADC benefits.)
Don't report monthly amounts. Don't report
social security benefits here,

c. Other untaxed Income and benefits for 1684

Add up the other untaxed income and
benefits for 1984. Use the worksheet for
question 24c, which Is In the right-hand column.--...

Expected Income and Expenses tor 1985
How to figure expected amounts

Questions 25-30 ask about expected Income and
expenses for 1985. To figure these amounts, you
have to add the actual amount from January 1, 1985
until today to the amount expected from today
through December 31. 1985.

Follow the instructions for each question, and
figure your answers on the worksheets for ques-
tions 25 and 28c.

Be es realistic as you can when you figure ex-
pected income and expenses, and check your
arithmetic carefully.

If one of your parents Is dead and your surviving
parent has not remarried, give the Income of only
the surviving parent.

If your spouse has died, give information only for
yourself.

15

Worksheet for question 24c
Deduction for a married coupie when both
work. Irom IRS Fonn 1040-line 30. 1040A-
line 12 00

Child support received 00

Welfare benefits rexcept AFDC or ADC.
which you should nave reported in 241:4 .00

Untaxed portions of unemployment
compensation

Untaxed portions of Railroad Retirement
Benefits

MCI

00

Workman's Compensation .00

.lob Training Partnershop Act non-
educational benefits .00

Veterans benefits want educational
benefits; include Death Pension.
Dependency A Indemnity Compensation
WIC). and VA Vocational Rehabilitation
Progrern benefits .00

Interest on tax.lree bonds .00

IRS dividend exclusion from IRS Form
10404ine 90 or ISMIA.line gni .00

Untaxed portions of pensions

Untaxed portions of capital gains + :33

Dividend reinvestment emeriti:Ron, from
Form 1040. Schedule B-line

25reanneln3c9ome exclusion from IRS Form

Housing, food, A other living allowances
tor military, clergy, & others (Include
CaMM DaYment and cash value of benefits.) + .00

Any other untaxed Income and benefits
such ss Black Lung Benefits, excess
earned income credit, etc. .00

.00

.00

This is your answer for question 2.1co

Don't Include:
- Social security

Any income reported In questions 22. 23a, 23b, 24a,
and 241)
Money from student financial sid programs
(educational loans, worketudy earnings, grants, or
scholarships)
Veterans benefits for education WI Bill, Dependents
Educational Assistance Program, or VA Contributory
Benelittl)
Gifts and sup1Mrt, other than Money, received Imm
friends or relatives
Food stamps
Tan.sheltered or deferred annuities or -rollover"
pensions

You must keep this worksheet. Don't send it
in with your form, because you may be asked
to refer to it later to verify the Information on
your application. It may also help you to
show that your SAR is accurate.

Important:
Go back and read the Instructions in the left-
hand column of this page on how to figure ex-
pected amounts.
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25. Expected 1985 Income to be reported on IRS
Form 10400040A, or 1040EZ

in If your parents do not expect to file a U.S.
income tax return for 1985, write In -0."

If your parents expect to file U.S. income tax
f return for 1985, use the worksheet below. You

must use the worksheet to answer this question.

If you (and your spouse) do not expect to file a
U.S. income tax return for 1985, write in 'V?'

4 If you expect to file a U.S. income tax return for
- 1985. use the worksheet below. You must use thert. worksheet to answer this question.

c-t-
t Worksheet for question 25

In sg."1.0 *spooled Income lor 1965. remember
that tor eects hind of ncorne below yOu must add
together all mama from Janusry I. NM oll toda y
and all allPected income from today until December
31.1685.

ealaries.11Pe. tic. (Donl include stublent
Moneta aid.)

Jan. 1.1065 to now Novi to Dec. 31.1065

.00

Interest Income

Jan. 1.1065 to new

oo

-1,3

Now lo Dec 31. 1065

.00 II .03

D ividends atter IRS exciusbori

J am I. MI5 to now Novi to Dec 31.1065

DO . 00 w S 03

Other taxable income fallmony received. business
and lam Income. C.0,1/I gains. panwons. annuities,
mina, unemployment comoenlialion. social security.
Railroad Retirement. and all other taus* mon»)

Jan. I. 1065 to now Novi to Dec.31.11155

.00 .00 w

Add all of the numbers M the '1014RM oblumn S .03

Subtract IRS allowable adfuNmenta to Income
(moving eznenses. employee bulling. expanses, Jan 1.1065
torments to IRA and KeOgh accounts. interest
PnIty On Nifty withdrawal of savings. ahrnony Dec 31.1985
paid. and deduction for married couple when both
worn) for the whole year. - S CCI

This is yOtir answer for questa. 2s.
TCTAt. S .03

You must keep this worksheet. Don't send it In
with your form, because you may be asked to
refer to it later to verify the Information on
your application.

26. Expected 1985 Income earned kom work

Write in the amount of income that your family
expects to earn from work in 1985 by your father
in question 26a and by your mother in question
26b. This is the same type of income that we
asked for in question 23.

623

618

x Write in the amount of Income that your family
i expects to earn from work In 1985 by you in

question 26a and by your spouse in question
26b. This is the Rame tyPe of Income that we
asked for In question 23.

27. Expactad 1985 payments to an IRA and/or Keogh

Write in the estimated amount of payment to an
1-i IRA and/or Keogh for 1985.

5 This question does not apply to you. Go to ques-
tion 28.

16

28. Expected 1985 untaxed Income and benefits.

a. Sodal security benefits for 1985

Write in the amount of untaxed social security
benefits (including Supplemental Security
Income) that your parents expect to get in 1985.
(This is the same type of income that we asked
for in question 24a.) Don't include any benefits
reported in question 25. Don't report monthly
amounts. Be sure to include the amounts that
your parents will get for you and their other
children, but don't include any educational
benefits, even If they will be part of your parent's
SOC18I security check.

Write In the amount of untaxed social security
benefits (Including Supplemental Security
Income) that you and your spouse expect to get
In 1985. (This is the same type of income that we

ic asked for in question 24a.) Don't Include any
'1 benefits reported in question 25. Don't report

monthly amounts. Be sure to include the
' amounts that you got for your children. Don't

include any educational benefits.

b. Aid to Families with Dependant Children
(AFDC or ADC) for nes

Write In the total amount of benefits that your
parents expect to get in 1985 from Aid to
Families with Dependent Children. (These are
usually called either AFDC or ADC benefits.)
This Is the same type of Income that wb asked
for in question 24b. Don't report monthly
amounts. Don't report social Security benefits
here.

Write In the total amount of benefits that you
, (and your spouse) expect to get In 1985 from

Aid to Farnilles with Dependent Children.
(These ere sisually called either AFDC or ADC
benefits.) This Is the same type of income that
we asked for In question 24b. Don't report
monthly amounts. Don't report social security
benefits here.

c. Other untaxed Income and benefits for 1985

Use this worksheet to figure the amount of
other untaxed income and benefits that your
parents expect to get In 1985. This is the same
type of income that we asked for Iniquestion
24c.



Use this worksheet to figure the amount of
other untaxed income and benefits that you
(and your spouse) expect to get in 1985. This
is the same type of Income that we asked for

. In question 24c.

Worksheet tor question 28c
tn figuring expected income and benefits
for 1985, remember that for each kind of
income or benefit below you must add
together the amount actually received from
January 1,1985 until today and the amount
esPected from today until December 31,
1985.

Deduction for a inamed couple, when both
work

Child support received

Welfare benefits (except AFDC or ADC,
which you should have reported in 2115.)

Untaxed portions of unemployment
comPensstion
Untaxed portions of Railroad Retirement
Benefits

Workman's Compensation

Job Training Partnership Act non.
educational benefits

Veterans benefits except educational
benefits; include Death Pension.
Dependency & Indemnity Compensation
IDIC). and VA Vocational Rehabilitation
Program benefits
Interest on tax.tree bonds

IRS dividend exclusion

Untaxed portions of pensions

Untaxed portions of capital gains

Dividend reinvestment exclusion

Foreign income exclusion

Housing, food, & other living allowances
for military, clergy. & others (Include caSh
payment and hash value of benefits.) .00

Any other income and benefits such as
Black Lung Benefits, excess earned In.
come credit, etc. .00

This Is your answer for question 28c.

TOTAL S .00

Don't Include:
Social Security
Any income reported In questions 25, 28a, 28b, 27.
289 and 280
Money from student financial ald programs
(educational loans, work.Study earnings, grants, or
scholarships)
Veterans benefits for education (GI Bill. Dependents
Educational Assistance Program Or VA Contributory
Benelqs)
Gifts and support, other than money, received from
friends or relatives
Food stamps
Tax-sheltered or deferred annuities or "rollover"
pensions

You must keep this worksheet. Don't send It In
with your application form, because you may
be asked to rater to It later to verify the int or.
melon on your application.
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29. Expected 1985 medical and dental expenses not
paid by Insurance

Write in the amount of money that your
parents expect to pay in 1985 for medical and
dental expenses. Don't Include the cost of in-

.sqr'ance premiums or amounts that will be
by insurance.

Wirrte in the amount of money th.at you (and
your spouse) expect to pay in 1985 for medical
and dental expenses. Don't include the cost of
insztrance premiums or amounts that will be
.pala by insurance.

Eime=ed 1985 elementary, Junior high, end high
school tuition

Write In Ithe amount of money that your
nerents expect to pay in 1985 for elementary.
lunior high, and high school tuition for their
children. ;Tuition doesn't include room, board,
books, transportation, etc.) Don't include Wi .
tion that your parents will pay for you, or any
tu4lon for preschool or college. Also, don't In.
c,cide tuition that will be pald by scholarships.

Write In the amount of money that you (and
your spouse) expect to pay in 1985 for elemen-
tary, Junior high, and high school tuition for
your children. (Tuition doesn't include room,
board, books, transportation, etc.) Don't in
dude any tuition that you will pay for yourself,
or any tuition for preschool or college. Also,
don't include tuition that will be paid by
scholarships.

Then, skip to Section E

Answer questions 31 and 32 only if you are fill-
ing out the red shaded areas on the form. These
questions are about the student. If the student is
divorced, separated, or widowed, don't incluae
information for the spouse.

31. a. Student's (8 spouse's) 1984 income

If you (and your spouse) filed or will file a 1984
U.S. Income tax return, write in the amount
from Form 1040, line 32: 1040A, line 14; or
1040EZ, line 3. Don't include any earnings
from student financial aid programs which are
based on financial need. See "Important"
statement before the instruction for question
22.

If a U.S. income tax return for 1984 has not
been completed, we strongly recommend that
you complete one now.

If you (and your spouse) did not end will not
file a 1984 U.S. Income tax return, figure out
the answer to question 31a using your (and
your spouse's) financial records for 1984
income.



Pi Include:

-Student's (and spouse's) wages, salaries, and
tips (Don't include student financial aid.)

-Interest income and dividends after IRS
exclusion

-Other taxable income (alimony received, busi-
ness and farm income, capital gains, pensions,
annuities, rents, unemployment compensation.
social security, Railroad Retirement, and all
other taxable income)

If you have any IRS allowable adjustments to
income (moving expenses, employee business
expenses, payments to IRA and Keogh accounts.
Interest penalty on eady withdrawal of savings,
alimony paid, and deduction for married couple
when both work). subtract them from your total
1984 income.

31. b. Student's (& spouse's) 1984 U.S. Income taxes
paid

If you (and your spouse) filed or will filen 1984
U.S Income tax return, write in the amount from
1040. line 50; 1040A, line 23: or 1040EZ, line 9.

If you (and your spouse) did not and will not file
a 1984 U.S. Income tax return, you must write in
"0."

31. C. Student's (& spouse's) UMW untaxed Income
and benefits

Write in the amount of your (and your spouse's)
1984 untaxed income and benefits.

Include:

- Deduction for a married couple when both work
- Untaxed portions of social security benefits
except educational benefits (Include Supple-
mental Security Income or disability benefits.
etc.)

-Child support received for the student's
children

- Aid to Families with Dependent Children (AFDC
or ADC)

-Welfare benefits
- Untaxed portions of unemployment

compensation
-Untaxed portions of Railroad Retirement

Benefits
-Workman's Compensation
- Veteran's benefits except educational benefits

(Include Death Pension, Dependency & Indem-
nity Compensation (DIC) and VA Vocational
Rehabilitation Program benefits.)

-Job Training Partnership Act non-educational
benefits

-Any other untaxed income and benefits

620

18

Don't Include any social security benefits your par-
ents received for you, social security educational
benefits (benefits you get only because you are a
college student), money from student financial aid
brograms (educational loans, work-study earnings,
grants, or scholarships), or any income you reported
in question 31a.

32. Student's (and spouse's) savings and net
assets

Add up the student's (and, If married,
spouse's) assets.

Include:

Money you have in cash, savings, and
checking accounts (Don't include money
from student financial aid programs.)
Value of real estate and Investments (See In-
stnictions for questions 34 and 35.)

- Value of your business or farm (See instruc
lion for question 36.)

Subtroct any amount you owe on these assets
before you write In your answer.

Section E Asset Information

Don't leave any of these questions blank. If I.
question doesn't apply to you, write In "0."

You must give Information about your parents'
assets In questions 33 through 36. Don't Include
money from student financial aid programs, such
as grants, loans, and workstudy. If you are giving
Information for only one parent and your parents
have jointly owned assets, give only your parent's
portion of the assets and debts. If your parents
have assets owned jointly with someone else, give
only your parents' portion of the assets and debts.

rI You must give Information about your (and your
spouse's) assets In questions 33 through 36. Don't
include money from student financial itid pro
grams, such as grants, loans, and worlistudy. If

. you are divorced or separated and you have jointly
t !owned assets, or If you anG your spouse have

assets owned jointly wigi someone else, give only
your (or your and your spouse's) portion of the
assets and debts.

Don't Include personal or consumer loans, or any
debts that are not related to the assets listed.



33. Cash, savings, and checking accounts

Write In the amount of money that is In cash,
savings, and checking accounts as of the date
you complete this applic3tion.

34. Home

11 Write in how much the home is worth. Use the
price you would ask for your home if it went
on sale as of the date you complete this ap-
plication. Don't use assessed, insured, or tax
value. A "home" includes a house, mobile
home, condominium, etc. Renters, write in "0."

Then, write In how much Is owed on the home,
including the present mortgage and related
debts on the home. (Don't Include interest
due.) Check with the mortgage company if you
don't know.

r...

35. Other real estate and investments

Write in how much other real estate and in-
vestments are worth as of the date you com-
plete this application. Investments include
trust funds, money market funds, certificates
of deposit, stocks, bonds, other securities, install-
ment and land sale contracts, commodities, pre-

: cious and strategic metals. etc. Don't include the
value of pensions or retirement plans.

Then, write in how much is owed on other real
--estate and investments.

36. Business and farm

Write in how much the business and farm are
worth as of the date you complete this ap-
plication. Include the value of land, buildings,
machinery, nquIpment, livestock, inventories,
etc. Don't Include how much the home is
worth. (Home value should be given in ques-
tion 34.)

Then, write In what is owed on the business
and farm. Include only the present mortgage
and related debts for which the business and
farm were used as collateral.

If your parents are not the sole owners, write
in only their share of the total business and
farm value and debt.

If you (end your spouse) are not the sole
owners, write In only your (end your spouse's)
share of the total business and farm value and
debt.

All students must fill out Sections F & G

51-473 0 86 21
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Section F Student's (& Spouse's)
Expected Income and Benefits

Questions 37-40 ask about Income and benefits
that you expect to get. Answer these questions as
accurately as you can. If a question doesn't apply
to you. or if you don't expect to get any Income or
benefits from that source, don't leave it blank;
write in "0."

37. a. & b. Taxable Income

Write in the total amount of taxable income that
(a) you and (b) your spouse expect to get during
the 3-month summer of 1985 and the 9-month
school year of 1985-86.

Include;

- Wages, salaries, and tips
- Interest and dividend income
- Any other income that will be earned or taxed

Don't Include earnings from student financial
aid, such as College Work-Study. If your job 13
awarded by the financial aid administrator at
your school and Is need-based (or Is under a
need-based cooperative education program), it
Is considered student financial aid. Don't in-
clude earnings from that job.

38.-39. Veterans educational benefits (for student
only)

19

Write in the amount of veterans educational
benefits that you will get per month from
July 1, 1985 through June 30, 1986, and the
number of months during this time that you will
get those benefits. In question 38. write in what
you will get from the GI Bill and Dependents
Educational Assistance Program. In question 39,
write In what you will get from the VA Contribu-
tory Benefits (VEAP) Program. (Include both the
government and student portions.)

Don't Include Death Pension. Dependency &
Indemnity Compensation (DIC), or your
spouse's 0.1. Bill.

40. Other untaxed Income and benefits

Write in the amount of other untaxed income
and benefits that you (and your spouse) expect
to get from July 1, 1985 through June 30, 1986.
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Inc ludic
- Deduction for a mairied couple when both

work
- Untaxed portions of social security
- Chfid support received for the student's

children
Aid to Families with Dependent Children
(AFDC or ADC)
Welfare benefits
Untaxed portions of unemployment
compensation
Workman's Compensation

- Veterans benefits, such as Death Pension,
Dependency & Indemnity Compensation
(DIC) and VA Vocational Rehabilitation Pro-
gram benefits (Don't include the benefits that
you gave In questions 38 and 39.)

- Spouse's 0.1. Bill
- interest on tax-free bonds
- IRS dividend exclusion
- Untaxed portions of pensions and capital

gains
- Housing, food, and other Ilving allowances for

military, clergy, and others. (Include cash
payments and cash value of benefits.)

- Job Training Partnership Act non-educational
benefits

- Any other untaxed income and benefits,
Including Black Lung or Railroad Retirement
Benefits, etc.

Don't Include food stamps, any of the Income or
benefits that you reported In 37, 38, and 39, or
money from student financial ald programs (educe-
tional loans, worlestudy earnings, grants, or
se holarsh I ps).

Section 0 College, Release, &
Certification

41. Write In the compiste name, city, and State of
the clilege that you will most likely be going
to during the 1985-1988 school year. If the col-
lege you may be going to is a branch campus,
be sure te Include the complete name of the
branch. If you don't know yet which college
you are most.interested In, you may leave
this question blank.

42. a. Check "Yes" If you give us permission to
send information from this form to the finan-
cial aid agency in your State. Some State
mencIes ask for thls information. They may*
use it to help decide whether you will get a
State award, and to check to see If you
reported correct information on your State stu-
dent ald application.

Check "No" if you don't want us to send Infor-
mation from thls form to the financial ald
agency In your State. If you check "No," your
State aid may be delayed, but it will have no
effect on your Federal ald.

42. b. Check "Yes" if you give us permission to
send information from this form to the college
that you listed In question 41, Many colleges
use this Information to help estimate the
amount of your financial ald Package.

Check "No" if you don't want us to send Infor-
melon from this form to the college that you
listed In queation 41.

43. You must sign this form. If you are married,
your spouse muat algn thls form. If you filled
out the red shaded areas, at least one of your
parents must also sign this form. Everyone
signing this form is certifying that all Informs-
Son on the form Is correct and that they are
willing to give documents (such as a copy of
their 1984/85 U.S., State, or local Income tax
retums) to prove that the Information Is
correct.

Sending In Your Form

Double-check your form to make sure it is com-
plete and accurete. Be sure it has the necessary
signatures.

Put the form In the envelope that comes with this
booklet. Don't send money. Don't put letters, tax
forms, worksheets, or any extra materials In the
envelope. They will be destroyed.

Also fill out and include the postcard that comes
with this booklet. You must put a stamp on the
postcard, or we will not be able to mall It back. As
soon as we receive your application, we will mall
the postcard baCk to you, stamped with the date
you should expect to receive your SAR. If you
don't receive the postcard within four weeks, send
us another Special Condition Application.

Remember, we Must receive
your application by

May 1, 1986
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BROADCAST
CENTER

WILLIAM H. GESHARDT
Pruidner

Congressman William D. Ford
Chairman
House Subcommittee of

Postsecondary Education
U.S. House of Representatives
Washington, DC 20515

Broadcast Ccruer Bldg.
7720 Fonyth Blvd.
St. Louis. Missouri 63105

(314) 862-7600

August 26, 1985

Dear Congressman Ford:

In 1979, you responded to a letter I wrote you regarding
my discontent with the growing number of dishonest trade
schools thriving on government student aid funds. A copy of
your letter is enclosed. The situation seems to have worsened
since we corresponded in 1979. I have vigorously continued
my efforts to expose dishonest trade schools and accrediting
associations that enable taxpayers money to be wasted.

You'll find several items enclosed to update you on
my activities in this area. The primary enclosure is a study
I did in 1981-82 on the highly questionable practices of the
nation's largest trade school accrediting association, The
National Association of Trade and Technical Schools (NATTS).
The survey results basically showed that the majority of
NATTS member schools weren't maintaining the standards they
were originally required to meet in order to become NATTS
members. Their membership, of course, made them eligible to
receive federal and, in some cases, state financial aid, in
the form cf student tuition. NATTS does a fairly shoddy job
of monitoring their member schools to be sure these basic
requirements are maintained on a yearly basis. On the other
hand, NATTS is doing a superb job of fooling the American
people, the Department of Education and its monitoring
agencies, and the federal government in general, into believing
that its (NATTS') schools are strictly regulated and monitored.

My study created quite a commotion. When I turned it
over to Congressman Dick Gephardt and to then Congressman

Broadcast Centers of America. Inc.
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Paul Simon, they were so taken by it they held a national news
conference to publicize it. The two men subseauently turned
my study over to the General Accounting Office (GAO). It
prompted the GAO to include trade schools in an investigation
it had started into the abuse and misuse of federal financial
aid in the post-secondary system. They had only planned to
look into the abuse at the college level.

The Federal Trade Commission (FTC) was so interested
in the survey and verifying the results, they sent three staff
members to St. Louis to visit me and examine the survey material,
One of the FTC people was Mr. Walter Gross, head of the Con-
sumer Protection Bureau. His aide, an attorney, and a research
analyst accompanied him. These people were so amazed by all
'Ole evidence, they asked my permission to microfilm it. Of
cOurse, I cnnsented. Ultimately, they verified the survey
retults and used the more than 13,000 pieces of evidence
they had microfilmed to conduct surveys of their own. Mr.
Gross told me that never before had so much complete material
on U.S. trade schools been amassed in one place.

As a result of Congressmen Gephardt and Simon's efforts,
the study received a lot of national publicity on radio and TV
and in print. I was interviewed by several major newspapers
throughout the U.S. In addition, I traveled to New York and
was interviewed on local and nationally syndicated radio
programs along with my chief assistant on the project, Sue
LeTourneau.

When "Sixty Minutes" in New York learned about and
read my survey, the producers were prompted to do a segment on
the rip-off state of trade schools in America today. The
story was aired on the final regular season broadcast of the
program last May. We served as the catalyst and primary
research source for the story.

Late last spring, I sent the survey with a letter to
President Reagan. His response came in the form of a letter
earlier this month from Mr. C. Ronald Kimberling, Acting
Assistant Secretary for Postsecondary Education. A copy of
Mr. Kimberling's letter and my response to it are also
enclosed.

At Mr. Kimberling's suggestion, I have written Con-
gressman E. Thomas Coleman and Senator Robert Stafford,
Chairman of the Subcommittee on Education, Arts, and Human-
ities. Mr. Kimberling suggested that I might speak at hearings
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for the reauthorization of the Higher Education Act. I feel
I have valuable information and insight, of a first-hand
nature, regarding trade schools who are almost literally
robbing students and misusing tax dollars. These many schools
are overwhelmingly creating a chasm of distrust in this area
of American education.

Trade schools on the whole are not providing the kind
of quality educations conducive to the immediate employment
of their students upon graduation. They spend practically
no time or money on placing their graduates in jobs. They
fail to inform students, prior to enrollment, their chances of
getting a job with the education and their chances of succeeding
and making a decent living in the students' chosen fields.
That the Department of Education and the federal government
permit this to happen because of an absence of rules to
require it is a sorrowful situation indeed. We all suffer
because of it -- especially the poor trade school students
who finish their education with a big loan to pay off and
with no job -- and no hope of getting a job -- therefore
resulting in no hope of getting money to pay off that big loan.

I would appreciate knowing when the next hearings will
be held in Washington, DC, relative to the reauthorization of
the Higher Education Act. Once you've read the material
enclosed, you'll understand my earnestness in addressing the
problem of preventing trade schools from raiding our national
coffers and dirtying the American Dream for thousands, maybe
millions, of trade school students and graduates.

I spent over $40,000 of my own money and many, many
hours to do this survey. I would do it all again. My faith
in the American system of government and justice prompted me
to return to you to enlist your help in eliminating the
flagrant dishonesty that exists in the trade school arena.
Your committment to that ideal, as well as to the constant
improvement of our educational system, is well-known and
admired.

Thank you for your time and consideration to the
enclosures here. I'll contact you again soon and look forward
to discussing this matter with you.

Sincerely,

ialo4:.414441(7
William H. Gebhardt

WHG/daz

Encls.
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August 26, 1965

Mr. C. Ronald Kimberling
Assistant Secretary for

Postsecondary Education
United States Department of Education
Washington, DC 20202

Dear Mr. Kimberling:

Thank you for your detailed response to the letter
I sent to President Reagan. It is indeed comforting to know
our government is sensitive to qualified information from a
citizen.

While your letter details the Department of Education's
and the Federal Government's attempts at ensuring quality
educations for all students, it seems everyone has lost sight
of a critical reason for education. Certainly all students
expect to expand their knowledge, but the overwhelming
majority pay for an education, study, and graduate in order
that the education will help them earn money on whicn to live
or greater wages based on a quality education. This is par
ticularly true for students and graduates of trade schools.

The single objective to every trade school applicant
is, "Can I get a job if I go to your school?" Students look
to trade schools only and specifically to get a job when they
finish their education. The most important information a
student should receive prior to enrollment is a total disclosure
of the successes of all recent graduates. Included in this,
students need to know exactly how many graduates could not
find work (enclosed is our Truth in Education statement which
we issue annually Lo students and to the public). This is a

must for every trade school applicant. Government funding,
subsidization, and grants must stem from that alone.

I feel that virtually all trade school associations
camouflage the fundamental information that trade school

tirriodevst Centers of America. Inc.
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applicants need to know. All the flowery language and all the
prerequisites established by the trade school associations
have dthped the United States Government into overlooking the
emploI.nent ability of those that enter and will graduate from
such N:Oools.

Trade school associations have persuaded the Department
of E'vcatiom with a lot of abstract, meaningless verbage that
has reAthing to do with the employment ability of its graduates.

Trade school graduates are far different from college
graduates. Our college system grants a wide variety of majors.
The colleges themselves are helping college-level people to
lean; the arts as well as the sciences. These college graduates
ente.' professions; they are not interested in becoming welders,
air il.onditioning/heating or car mechanics, dental hygienists,
nurse's aides, and other trades. A college degree is bene-
ficial in the professional world. A trade school certificate
means a person is trained to do a single job. If they can't
904 a job in a specialty, then the education was worthless
and ineffective.

It is our goal to put realism in the trade school
Schools that cannot place their graduates, or graduates

ihe sohools who cannot find work, waste student time and
;:u'ney a:t' further waste federal and state trants and loans.

"-:c Department of Education has equated trade schools
wItU education motives to serve in a trade school
worl,ff This is the fundamental fact that's cost us billions
of dollars in Guaranteed Student Loans, federal and state
grants. I think most of the rules regulating trade schools
should be scrapped and rewritten when it comes to students
in proprietary education.

The reckless spending of billions of dollars has
produced little success for trade school graduates. Perhaps
there should be a proprietary school division separate and
apart from moe s. gducation which is, specifically, college.
We haVo Made wealthy pen and women by the huudreds, perhaps
thqusands, of those people who operate trade schools, and we
have done little to satisfy the needs of industry by turning
oor poor or unemplOyable :trade school graduates.

Over the years, emmugh companies that need blue collar
workerrs, by and large, cammot find qualified graduates from
trade sdhOols_ Ope of the ,greatest wastes are those schools



628

who lure broadcast school students. They play on the vanity
pitch much like modeling schools do. Hopefully, our studies
and our campaign to put realism in trade schools will save
billions of dollars in taxpayers money in the next few years.
We must expect the schools to succeed on merit and we must
quit subsidizing scam schools to the enrichment of the
operators.

The Department of Education inadvertently aided and
abetted the formation of trade school associations. These
trade school associations are nothing more than protective
societies, not to protect the students, but to protect the
profits of trade school operators.

No one else has spent $40,000 of their own money on
an in-depth study of the t..:'ade school hoax as I have. We
feel strongly about this fraud that's penetrated the youth
and young adults of America.

The Department of Education should create a panel not of
educators, but of supervisors and executives of industries
of the country. It is unfair for educators in higher educations
to pass judgement and set rules for schools of trade.
Accreditation should be granted by owner and management people
who are likely to be future employers of these trade school
graduates, rather than owners and managers of trade schools
who are members of the accrediting associations, as is now
the case.

Thank you for your helpful suggestions regarding our
contacting Senator Robert Stafford and Congressmen William
Ford and E. Thomas Coleman. We're in the process of informing
them of our studies and ideas on improving the accrediting
process as well as the overall quality of education in our
country.

I know from experience with my own school, we can
institute positive, realistic changes in our educational :.ad
accrediting systems that will benefit everyone except the
dishonest trade school owners and operators. What I am
requesting of the government regarding trade schools and
all proprietary schools can be done. It's not impossible
because I have done it and proven it can work. My own
School, Broadcast Center, has an excellent reputation as an
honest and effective education with the public, and the
students and graduates alike.

Thank you again for your reply and your interest.

Best regards,

William H. Gebhardt

WHG/daz

Encls.

cc: Mr. Kenneth D. Whitehead,
Deputy Assistant Secretary
for Higher Education Programs

Congressman William D. Ford
Congressman E. Thomas Coleman
Senator Robert T. Stafford
Ms. Patty Galt
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Copyright 0 1N12
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NATIONAL ASZ3CIAT1ON OF TRADE AND TECHNICAL SCHOOLS
SURVEY

RESPONSE:
442 (74%) of the 598 schools responded.

30 (7%) of the 442 responding schools sent all the items requested.

CATALOGS:
304 (69..) of all responding schools sent a catalog as requested.

262 (8(5%) of the catalogs DID NOT MEET NATTS catalog requirements.

CONTRACTS (ENROLLMENT AGREEMENTS):
145 (33%) of responding NATTS schnnls scnt n contract as requested.

114 (79%) of the contracts sent DID NOT MEET NATTS requirements.

REFUND POLICY:
323 (73%) of all responding schools provided material containing
the school's refund policy.

202 (63%) of the school refund policies examined DID NOT MEET
NATTS specified refund policy.

NATTS HIERARCHY

NOTE: The following is a survey done on the NATTS accredited schools
represented by NATTS Officers, Board of Directors and the NATTS
Accrediting Commission. The purpose of focusing on these schools
was to compare how the hierarchy's schools fared compared to the
total school survey. A breakdown of survey results for each of the
three groups is provided in the NATTS survey booklet, "BOOK ONE-.

RESPONSE:
22 (81%) of the 27 schools represented by NATTS' hierarchy responded
to the survey.

SCHOOLS SENDING ALL MATERIAL REQUESTED:
1 or 5% of the 22 responding schools sent all the material requested.

CATALOGS:
16 (73%) of the 22 responding schuols sent a catalog as requested.

11 (69%) of the 16 catalogs received DID NOT MEET NATTS rewairements.

CONTRACTS (ENROLLMENT AGREEMENTS):
4 (18%) of the n responding schools sent a contract as rz,quested.

3 (75%) of the ,1 contracts received DID NOT MEET NATTS specifications.

REFUND POLICM':
16 (73%) of %he. 22 responding schools sent material containing a
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9 (561') of the 16 relund policies reviewed Olh NOT MEET NATTS
specifications.

RELEVENT EDUCATIONS FOR CAREERS
SURVEY

RESPONSE:
57 schools (9.6%) of the 581 schools who were sent questionaires
responded to the survey.

ATTRITION RATE:
18% among the responding schools.

PLACEMENT:
44 (77) of the responding schools gave complete information reaarding
placement.

82% of all 1980 graduates in the responding schools were placed into
jobs by their schools.

NOTE: The truth is questionable in the figures provided by the
schools regarding the number of graduates t#ey placed in 1st jobs.
Considering the number of job openings received by the schools in
proportion to the nuMber of graduates, the schools averaged 2 job
openings for every graduate. Therefore, in lieu of the number of
job openings and number of graduates reported, the schools should
have placed a higher percentage of graduates.

6 (11%) of the 57 responding schools did nut have a placement
service which is reqUired by NATTS for accreditation eligibility.

FUNDING:
51 (89%) of the responding schools gave complete information regarding
funding.

33% of the total enrollments in 1980 paid their own tuition, either
all the tuition or part of it.

NOTE: It was impossible to tell wlth the funding information provided
exactly how many students paid their total tuition with grants and
loans provich41: 1, the governMent, also how many of the students paid
part of thev Lion on their own and paid the test with government
grants and/oi i;.'iiranteed student loans. It appears, though, that
at lesst 65% of ell tuition funds came from state or federal loans.

NATTS HIERARCHY

NOTE: the following is a survey done on the NATTS accredited schools
represented by NATTS' Officers, Board of Directors and Accrediting
Commission. The purpose of focusing on these schools was to compare
the hierarchy's schools' response to the survey with the overall
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REFC survey results. A breakdown of survey rvsults for each of the
three groups may be reviewed in the REFC survey booklet. -BOOK TWO-.

RESPONSE:
1 -5771SUf the 27 schools represented responded to the survey. This
school was part of a chain of schools associated with one of the
accrediting commissioners.

ATTRITION:
Incomplete information was given and a statistic was impossible to
enlculate.

FUNDING:
26 (29'7) of the ninety 19S0 enrollments in this one school paid
their own tuition.

64 (717.) of all 19150 enrollments paid their tuition ulth government
grants and/or loans.
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Wayne 801 W. Fort Street
County Detroit. Michigan

Community 48226
CoUege 1313) 4962503

August 8, 1985

The Honorable William D. Ford
chairman, House Subcommittee
On Post-Secondary Education
239CHOH
U.S. House of Representatives
Washington, D.C. 20515

Dear Congressman Fordt

I was pleased to be asked to present testimony before
the House Subcommittee on Post-Secondary Education re-
garding the issue of ability to benefit as a criterion
of student eligibility for Title IV Student Aid. We
appreciate your strong continued support of the TitleIV Programs.

Pursuant to testimony offered on other concerns impacting
the Title IV student aid programs, I would offer the follow-ing comments for consideration as you develop the Title IV
reauthorization legislation.

1. Independent Student

Mr. Gladieux suggested a revised hierarchy for
determination of independent student status - up
through 22 years of age, 23-25, and over 25.
Dr. Martin sought to defer testimony pending further
discussion among NASFAA National Council members.

No single issue of needs analysis has troubled us
any more in the recent past than the development
of a "verifiable" test of student independence
from parental suppOrt. Ways tO circumvent parent
and family support requirements, as currently written,
are supposedly legion. Families with "ability to pay"
are unwilling to pay in some cases. Independent student
status may well rest on a set of arbitrary criteria that
can be monitored by the Financial Aid Office. I can
only hope that you will exercise caution in establish-
ing such criteria.

DownrIver Campus Western Campus Downtown Campus Eastern Campus Northwest Campus
21000 Northllne Rd. 9555 Haggerty 1001 W. Fort Street 5901 ConnOrs 8551 GreenfieldTaylor 48180 Belleville 48111 Detroit 48228 Detroit 48213 Detroit 48228
Phone: 374-2700 Phone: 899-0200 Phone: 498-2758 Phone: 922-3311 Phone: 943-4000

63 8
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Current suggested criteria for students 18-22
(i.e single parent with child, ward of the
court, marriedo etc.,) are firm categories
and can be monitored. Adopting new criteria
for independence for 23-25 and over 25 would
greatly increase our mandatory paperwork and
would not significantly impact status deter-
minations for many students - particularly
those enrolled in community and junior colleges.

At Wayne County Community College, we recognize
the necessity to monitor student independence
status. Since the Fall of 1984, we have re-
quired parent and student certification of in-
dependence for all independent applicants 22
years of age or younger. This was in advance
of the regulation requiring the certification.
Some state programs and post-secondary educational
institutions serve a more traditional student
population of ages 18-22 and have as a result
established rigid guidelines for student independence
from family support requirements; however, we in
community colleges serve an older non-traditional
student population. Surveys demonstrate that in-
creasing numbers of older students will be seeking/
returning to post-secondary education. The defin-
ition of student independence for Title IV funds
must remain sensitive to that fact.

2: Master Calendar

I cannot emphasize strongly enough the necessity to
create an annual "Master Calendar" for Title IV funds
and fund processes. Students must have adequate
timely notification of assistance that is awarded
to them. Late notifications and untimely funding
force many students to delay their enrollment in
post-secondary education. These circumstances often
mean that many financial aid offices are unable to
assure timely responses to students.

3. 112iLli-E2

As the financial aid programs are reauthorized, I
would urge you to write into the law, as mandatory,
funding that the Secretary of Education must use for
programs of training for financial aid administrators
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as well as the dissemination of information to
students. The Student Information Center no
longer provides toll free information to students.
And while the financial aid professional associations
are engaged in active programs to train their member-
ship, training for financial aid administrators must
also be instituted by the Department of Education
(OSFA).

Your careful consideration of these issues is truly appreciated.
I look forward to a successful, responsive legislative effort
under your leadership.

Sincerely yours,

I/

Mary Bond
Director, Financial Aid

cc: Thomas P. Sullivan
Frank Mensel

MJB/eh

640 :*j
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AMERICAN COUNCIL ON EDUCATION
Office of the President

August 7, 1985

The Honorable William J. Bennett
Secretary of Education
U.S. Department of Education
400 Maryland Avenue, SW
Washington, DC 20202

Dear Mr. Secretary:

I note in today's Higher Education Daily that you
still stand by your estimate of 13,000 GSL recipients whose
parents earn more than $100,000, but that you now qualify it
with a low estimate: "let's say 7,000, it's still a ... sig-
nificant number."

Our own best estimate, based on the Student Aid
Recipient Data Bank developed by the higher education associ-
ations, is that there is no significant number and never was:
that there could be no more than 100-200 such cases in the
countrY. and those due to unusual family circumstances:

EnClosed is a copy of our statement to the House
Postsecondary Subcommittee concluding that yOur ettimate was
based on misinterpretation of inappropriate data. It would

greatly aid the cause of public understanding if you would
refrain from citing your original erroneous charge, either
in the high or low versions.

RHA:lg
Encl.

Sincerel

obert H. Atwell
President

One Cup= Ode. WashIngtan. D.C. 20036-1193
President (262) 833-4710 Vice President (202) 8334712

641
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FACT SHEET ON.HIGH-INCCNE C. RECIPIENTS

Secretary of Education William Bennett has alleged that some 13,000
students from families exceeding $100,000 family income are receiving
Guaranteed Student Loans.

The Secretary's aharge MAS based tn misinterpretation of inappropriate
data. Antlysis.by the higher education community reveals only a few isolated
instances of GSL recipients with family incomes over $100,000 --- each of them
exceptional casts of families with several students in college and unusually
high debts or medical expenses.

Secretary Bennett's erroneous estimate is based on student-reported
estimates of parental income from a surOy of first-time full-time freshmen
conducted by UCLA.

ACE does not believe that this survey is an appropriate source of data
on family income fa:. lid recipients in the college populatiom. Even for
freshmen, the income data need careful interpretation. It must be understood
that the survey only reflects the students' estimate of their family ineeme.
In addition, the questionnaire fortliavey does not differentiate between
federal guaranteed student loans and federally guaranteed parent loanS. Thus,
it is likely that almost all of the 13,000 reported by the Secretary are
recipients of unsubsidized PLUS loans, not GSL loans.

More precise data are available from the Student Aid Recipient Data
Bank developed by the higher education associations, which surveyed official
records from institutional financial aid offices in both public and independent
institutions, which are responsible for administering federal funds.

That data bank revealed only one case of a guaranteed Student loan
received by a student from a family with an income over $100,000, 4nd thet.
student's family was paying over $20,000 in higher education costs for amo of
their six children, and also paying off heavy medical debts.

Only one case from a national sample survey such as this is too small
a number from which even to draw precise estimates of national data, but based
on the weights given to other data in this survey, and based on anecdotal Ilea
received to date, we estimate that there could be no more than 100-200 unusual
cases such as this in the country.

To qualify for a GSL at such a high income level, iukzr the need
analysis system, as regulated by the U.S. Department of Edepition. a familp
must consist of more than four family members and have sevefel children
enrolled in high-priced instit,stions, or have enormous amouras of debt.

American Council on Education
Division of Governmental Relations
June 14, 1985
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AMERICAN COUNCIL ON EDUCATION
Disesion of Policy Andysis ond Research

Who Gets Student Aid: A 198344 Snapshot ,

Summary of a Policy Seminar
Held July 19, 1984

As the time to reauthorize the Higher Education Act of 1965 approaches,
ed as students and families continue to face the challenges of financing
postsecondary education, it is important to have timely, dependable
information on those that receive student financial assistance. On
July 19, 1984, the American Council on Education (ACE) and the Association
Council for Policy Analysis and Research (ACPAR) sponsored a Policy Seminar
entitled, "Who Gets Student Aid: A 1983-84 Snapshot." Data was presented
at this seminar, from a national survey of student aid recipients at public
and independent colleges and universities. These data go a long way toward
answering questions concerning the amount of aid students 1.ecaive; the mix
of grants, loans, and work-study received by these students; and the roles
that the Federal Government, states, and institutions play in meeting
college costs.

The survey, funded by the Ford Foundation, was a joint project of the
National Institute of Independent Colleges and Universities (NIICU), the
American Association of State Colleges and Universities (AASCU), the
National Association of State Universities and Land-Grant Colleges
(NASULGC), and the American Association of Community and Junior Colleges
(AACJC). It is t.,10oparable to a similar effort conducted for the 1981-82
academic year tmd builds 'upon an idea conceived by NIICU in 1978. The data
and analyses presented Ihere are preliminary. While the results may vary
slightly when the full data set is compiled, these data are generally
reliable.

Perhaps the most significant conclusion of the preliminary analysis of
the data is the increasing reliance of students, especially those from
low-income backgrounds, on loans as a form of college financing. Julianne
Still Thrift, executive director of NIICU, reported that 59 percent of
dependent undergraduate aid recipients secured Paranteed Student Loans in
1983-84, as compared to 23 percent four years acm Thrift explained that
dependent students at independent colleges who.% r9:4ly incomes exceeded
S15.000 were mcwe likely to have a GSL than a in 1979-80 the
comparable income level was $36,000. The avera cize for these
students in 1983-84 was over $2,200.

Jacob Stampen, a Professor of Educational Administration at the
University of Wisconsin, reported that more than one-third of the dependent
aid recipients at public colleges and universities were issued GSL's in
1983-84 for an average of $1,910. A similar percentage of independent
students secured these loans, averaging more than $2,000 each.

One DuPcr?43tcle. Washington, D.C. 20336-1193 (202) 833-4744
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Data was also presented on the aid received by graduate students, where

even more reliance on Guaranteed Student Loans was found. Two-thirds of

the graduate student aid recipients at independent colleges and 86 percent

of those at public colleges secured GSL's. For independent college

students these loans averaged over $4,500, while at public colleges the

average was under $4,000.

Another subject of concern was the evidence of declining financial aid

participation rates among minority students. The proportion of minority
students receiving federal aid at public schools fell from 34 percent to 28

percent between 1981-82 and 1983-84. Stampen concluded that there is

legitimate cause for worry about minority and low-income participation.
Julianne Still Thrift noted that although independent schools had
registered a slight rise in the proportion of minority students receiving
federal aid, this Ins almost entirely due to increased use of GSL's.
Arnold Mitchem, director of the National Council of Educational Opportunity
Associations, sounded the strongest note; he found cause for alarm on this

issue, terming the data "chilling." Mitchem also noted that student aid
alone does not provide enough of an incentive for disadvantaged and
minority students to participate in higher education. He described the

TRIO programs, which provide a wide variety, of services to help students

finance and cope with the demands of postsecondary education, as essential

supplements to direct aid programs.

In addition to Mr. Mitchem, Thomaa Wolanin, legislative aide to
Congressman William 0, Ford (Dem., Michigan), and William Clohan, counsel

to the Association of Independent Colleges and Schools, were invited to
respond to the data and to talk about "closing the information gap."

Wolanin spoke of the need allong members of Congress to know whether
student aid works, i.e. whether it is worth the federal investment.
Congress would like to know the answers to a great many questions, remarked
Wolanin, many of which are in fact value judgements, such as the proper

level of family contributions. Walanin also stressed the need to respond
to "hot" Congressional issues with appropriate facts as well as the desire
of Congress and Congressional staff to be able to anticipate the results
that will occur when changes are made to the student aid programs.

The unique needs and characteristics of proprietary students and schools

were addressed by Mr. Clohan. In his remarks, Clohan observed that
proprietary'students depend heavily on loans and Pell Grants because they
commonly have no other sources of aid available to them. He reported that

a larger proportion of proprietary students are minority and they are

generally from lower-income families than their college counterparts.
Clohan also spoke from his perspective as a former Under-Secretary of
Education and Congressional staffer, and detailed the need for more case
studies to illustrate the effects of student aid and the benefits of using
graphic presentations to display complex and confusing data.

Attached to this summary are the materials distributed at the seminar,
including the preliminary findings from the data. Early this fall, NIICU

and AASCU will be publishing detailed reports that examine the

characteristics of aid recipients at independent and public colleges and

universities, respectively. Please contact them for information on how to

obtain these reports.

644
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WHO GETS STUDENT AID: A 1963-84 SNAPSHOT

The 1963-84 Survey of Student Aid Recipients is a joint project
of the National Institute of Independent Colleges and Universities, tke
American Association of State Colleges and Universities, the National
Association of State Universities and Land-Grant Colleges, and the
American Association of Community and Junior Colleges. Funded by the
Ford Foundation and coordinated by the American Council on Education,
this survey is designed to gather comprehensive information on the
distribution of student financial assistance, the students receiving
aid, and the role that aid plays in the financing of postsecondary
pursuits.

The data presented today tell us a great deal about who gecs
student aid and the combinations of aid sources that students receive.
Information is available on the role of federal aid programs, state
programs, and institutionally sponsored assistance. The relationship
between loans, grants and work-study assistance can be explored using
these data as can the contributions made by parents and students to the
total cost of education. The data presented on graduate student aid
recipients enables us to examine the educational costs and sources of
aid that are unique to these students.

The information prepared for this seminar represen's an initial
analysis of the 1983-84 survey. The data are preliminary and are based
oa the survey responses received by mid-June. Further analyses will
include the complete data sets,and the results may differ slightly from
the information presented today. While we are confident that the
material provided for the seminar is accurate, timely, and reliable, we
encourage you to secure copies of the final reports the surveys
which will be produced by NIICU and AASCU in the early fall. These
reports will contain more in-depth analyses and present a more detailed
look at who gets student aid.

For more information on this project, please contact
Scott E. Miller, Senior Research Associate with ACE at (202) 833-4744;
Julianne Still Thrift with NIICU at (202) 483-9434; or Jacob Stampen of
the University of Wisconsin-Madison at (608) 263-4485.
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Table 1

General Characteristics:

Institutions and Students Represented by the Data

Independent Institutions Public Institutions

Total number of

institutions:1
sample 132
population 1032

Institutions by
type: (number)

192

1357

Universities 63 113
Comprehensive 237 339
Liberal Arts I 115 0
Liberal Arts II 344 11
Two-year 78 848
Specialized 160 46
Unclassified 35 o

Average cost gf
attendance $8826

Total enrollment 2.1 million (est.)
(headcount)

Total aid recipients as
a % of enrol4ment

55094

9.6 million (est.)

59% (est.) 31% (est.)

Total federal aid recipients ,

as a % of total enrollment' 43% (est.) 26% (est.)

1
5urveys were limited to institutions with enrollments of 500 or more.

z
Includes tuition, fees, room, board and other budgeted expenses for
federal aid recipients.

3
Defined as recipients of at least one of the following: Pell, SEOG, NOSL
CWS, and GSL.

646
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Table 2

Profile: All Recipients of Federal Aid, 1983-84

Independent Institutions Public Institutions

Average Age 22 23

Percent who are:
18 or less 11% 9%

19-21 52 44

22-25 23 26

26 or more 14 21

Percent minority 18: 28%

Family income:
Under $6,000 17% 27%
$6,000-12,00G 12 21

$12,000-18,000 13 16

$18,000-24,000 12 12

$24,000-30,000 13 10

$30,000-36,000 10 6

Over $36,000 23 8

Status:
Dependent 77% 60%

Independent 23 40
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Table 3

Profile: Dependent and !ndependent Recipients of Student Aid, 1983-84

Independent Institutions Public Institutions

DEPENDENT STUDENTS

Average Age 20 20

Percent who are:
18 or less 14% 15%
19-21 63 62

22-25 21 21

26 or more 2 2

Percent minority 17% 28%

Family income:
Under $6,000 10% 12%
$6,000-12,000 11 19

$12,000-18,000 13 19
$18,000-24,000 13 16
$24,000-30,000 16 15

$30,000-36,000 12 8

Over $36,000 25 11

INDEPENDENT STUDENTS

Average Age 28 27

Percent who are:
18 or less 2% 1%

19-21 14 17

22-25 29 33

26 or more 56 49

Percent minority 21% 29%

Family income:
Under $6,000 50% 58%
$6,000-12,000 20 26

$12,000-18,000 14 10

$18,000-24,000 8 4

$24,000-30,000 6 2

$30,000-36,000 1 0

Over $36,000 1 0
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Table 4

Student Expenses and Sovrci. SoPOort:
Dependent Recipients cf 1963-84

Dollars
---.1 of:----Lenjt-22"Liserct

Inde

Average Percent of Average

Dollars Total Costs In::::1 :osts

mart EXPENSES:

Tuition, fees

Other
Total, exPenses

5088 60
3452 40

$8540

1117
3065sr

27
73
int

STUDENT

ionParental Co

Grants (Need-Based)

Pell

5E0G
State (incl. SSIG)

Institutional
Total, Grants

Student Employment

College Work-Study
zgr,Institution

Employment

Total, Loans

Student Contributions

Aid

RESOURCES

REMAINING NEED

$2216 26%

495 6

176 2
578 7

495 6

TETr 20%

423
193 2
$616 TT

302 4

1627 19
36

$1965

$1280 1,5%

$ 639 8%

$8460 99%

$81 1%

51025

725
106
168
25

264

$20

188
784

4

Tg7r

$648

$168

$4112

$70

25%

_

3
4
1

arT.

6

0

Er

5

19
0

Z71

16%

4%

98%

2%

NOTE:
Each dollar figure is an averac3e; individual averages may not
precisely add to subtotals and total averages.
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Table $

Student Expenses and Sources of Support:
Independent Recipients of Federal Aid, 1985-84

IEFIERMEILM

Average
Dollars

Institutions Public Institutions

Percent of
Total Costs

Average
Dollars

Percent of
Total Costs

STUDENT EXPENSES:

Tuitidn, fees
Other
Total, expenses

4055
5696

42

58

899
5158

Tfiffr

15

85
$9751 100% 100%

STUDENT RESOURCES:

Grants (Need-Based)

Pell 1140 12 897 15
SEOG 126 1 100 2

State (incl. SSIG) 517 5 120 2
Institutional 1140 12 14 0
Total, Grants $2924 MY Trrsr IN

Student Employment

Colege Work-Study 285 3 347 6

State/Institution 275 3 9 0
Total, Employment $560 a MT bT

Loans

NDSL 274 3 192 3
GSL/FISL 1463 15 863 14
Institutional
Total, Loans

57

TUR
0

18%

2

TINT
0

T777

Student Contribution $3114 32% $3246 54%

Other Aid $505 5% $139 2%

TOTAL, ALL RESOURCES 58896 91% S5929 98%

REMAINING NEED $855 9% $128 2%

NOTE: Each dollar figure is an average : individual averages may rlt
precisely add to subtotals and total averages.

6 5 o'
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Table 6

Recipients of Selected Aid Sources at Independent Institutions, 1983-84

DEPENDENT UNDERGRADUATE AID RECIPIENTS

SOURCE OF FUNDS

Pell Grant
SEOG

Percent Receiving
Mean Award

Per Recipient

34%
19

$1168
768

College Work-Study (All Sources) 43 1239

NDSL 25 994

GSL 59 2237

State Need-Based 34 1541

Institutional Need-Based 41 1797

INDEPENDENT UNDERGRADUATE AID RECIPIENTS

SOURCE OF FUNDS Percent Receillni
Mean Award
Pee R:zipient

Pell Grant 70t $1460

SEOG V! 733

College Work-Study (All Sources) 1858

NDSL 21: 1085

GSL
State Need-Based 32 1481.

Institational Need-Based 27 1044
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Table 6 (Continued)

Recipients of Selected Aid Sources at Public Institutions, 19E3-84

DEPENDENT UNDERGRAWAn. AID RECIPIENTS

SOURCE OF FUNDS

Pell Grant
SEOG

Percent Receiving
Mean Award
Per Recipient

62%
17

S 994
527

College Nork-Study (All Sources) 23 1030
NDSL 22 534
GSL 35 1910
State Need-Based 27 583
Institutional Need-Based 5 583

INDEPENDENT UNDERGRADUATE AID RECIPIENTS

SOURCE OF FUNDS Percent Receiving
Mean Award
Per Recipient

Pell Grant 70% $1027
SEOG 14 EE7
College Nork-Study (All Sources) 19 150
NDSL 16 967
GSL 34 2042
State Need-Based 18 557
Institutional Need-Based 3 517
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Table 7

Graduate Student Aid Recipients at Independent Institutions, 1583-84

STUDENT CHARACTERISTICS

Sex:

Male
"Fetale

Percent of Recipients

59%
41

Avenge. ATI 28

Registration Status:

Full-time 87:
Part-time 10

Unreported 3

AID RECEIVED

Mean Award
Percent Receiving Per Recipient

GSL 68% $4585

NDSL 14 1825

College Work-Study (All Sources) 19 3143

State Need-Based s 1359
Institutional Need-Based 13 2601
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Table 7 (Continued)

Graduate Student Aid Recipients at Public Institutions, 1983-84

STUDENT CHARACTERISTICS

Percent of laciplelts

Sex:

Male
52%

Female 48

aLaSahat 28

Registration Status:

Full-time
1-7%

Part-time
10

Unreported
3

AID RECEIVED

Percent Receiving
Mean Award

Per Recipient

GSL 86% $3868NDSL
30 1778

College Work-Study (All Sources) 13 2192
State Need-Based 3 713
Institutional Need-Based 4 2335

0
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